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The Floor Trader 


How He Operates—His Advantages and Pitfalls—How He Benefits the 
Public —Profits of Large and Small Traders 


By a New York Stock Exchange Member 


HEN I first bought my seat on 
V V the New York Stock Exchange, 
I did nothing but a “Two Dol- 
lar” business. This paid very 
well, so far as it went, and [ 
should probably have continued indefin- 
itely were it not for a bad mistake in 
the execution of an order. This occurred 
at a time when New York & New Eng- 
land and Western Union, both very ac- 
tive stocks, were traded in at the same 
post on the floor. I do not remember 
which stock I had an order to buy, but 
I got into the wrong crowd, and did not 
discover my mistake until some time 
after the order was executed. Upon in- 
vestigation I found that the stock I had 
bought was down, while the other which 
I should have bought was up some few 
points. If I had taken my loss instantly 
it would not have been so bad, but I let 
things run, and in consequence get into 
a bad hole. 
This experience disgusted me with the 
“Two Dollar” business—there was too 


big a risk for the small commission in- 
volved—so I decided to quit the busi- 
ness, 

I then became a floor trader, scalping 
for eighths and quarters. It was a rather 
precarious existence during the first 
year, and I believe I lost a little money. 
The second and third years did not show 
much improvement. Nevertheless I made 
something in these years and from that 
time to the present I have made my liv- 
ing by avoiding all commission business 
and trading on the floor. 

As a rule, I select one of the most 
active stocks and stay in it, day after 
day. By thus familiarizing myself with 
its characteristics, I obtain an insight 
into the manipulation, provided any ex- 
ists, and can trade against the commis- 
sion house brokers. For example, I may 
be working in Smelters, and, by constant 
observation, I find that certain commis- 
sion houses will buy round lots in the 
morning and sell them out before three 
o'clock. Or, they will sell in the morn- 
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ing and buy in the afternoon. If one 
has a good memory, and can carry in his 
head many previous transactions, these 
things work greatly to his advantage, 
for in such cases the commission house 
orders can, to a certain extent, be antici- 
pated. 

One great point about floor trading is, 
the operator can scent a move, follow the 
trend, and turn quickly if he is wrong. 
For example: Suppose I am in Union 
Pacific with the stock 125 bid, and the 
tendency upward; there are several buy- 
ers at 125 and not nearly enough of- 
fered at 4% .to supply them. I take 
all the % and % stock and make it 4 
bid. Other brokers have their limits 
raised, a few market orders come in, and 
buyers “at the market” have to pay 3% 
for what they want. If the strength con- 
tinues I go along with it; if not I sup- 
ply the 3% bids or offer it at 3. All 
this is not apparent to one trading in an 
office, as he merely sees the last sales 
and knows nothing of the technical po- 
sition on the floor. 

In an active market, when you once 
get the trend and find things going your 
way, it is easy to pyramid and make a 
good clean-up. For instance, I had been 
trading in Smelters for one day on a de- 
clining market. In feeling for the bot- 
tom I was licked two or three times, but 
I finally got in right when the turn came. 
I pyramided for 3 or 4 points, and final- 
ly turned over my line at a point where 
it showed me enough to cover all my 
losses and a fair profit besides. Had I 
not been so impatient I might have made 
some pretty good money on that deal, as 
the stock ran several points higher. As 
it was I only netted about $7,000, after 
trading in 30,000 shares. 

The great thing in floor trading is to 
cut your losses short and go with a stock 
so long as it travels your way. Some 
of my greatest losses have been the re- 
sult of failure to close out my line be- 
fore three o’clock. I would say to my- 
self: “Oh, well, I have only a small 


loss now and London may come higher 
in the morning; I will carry it over;” 
but the next day I would be disappointed, 
grow stubborn, and eventually find a 
heavy loss staring me in the face. Errors 
of this kind have cost me well over a 


hundred thousand dollars, 

A floor trader should be a cold-blood- 
ed proposition with little or no opinion, 
and paying small attention to news and 
gossip. His most accurate guide is the 
tendency and the technical position of 
the market. In some respects if a man 
did not even read the papers he would 
be better off; for in this business it is 
not what you know, but what you see. 
If you are wrong it costs very little to 
get out—simply the $1 clearance and $2 
tax on every hundred shares. The mar- 
ket is always there, and if a trader comes 
downtown in the morning with a clean 
slate and a clear head, he is much more 
likely to have a good day than if he is 
worrying about some fag-ends. How- 
ever, when a stock begins to worry me, 
I get out of it quickly, no matter what 
the loss. 

Practically every trader has his char- 
acteristic methods. Many of them trade 
simply in one hundred and two hundred 
share lots, and take an eighth or a quar- 
ter profit or loss. In very active mar- 
kets they may run this into a half point, 
but seldom beyond that. The percentage 
against them is their clearance and tax. 
In their favor is their ability to scent 
the moves and go with the trend. 

Many of them operate simply by trying 
to “get their stock on the floor ;” that is, 
to make it the first lot offered or bid 
for, at a price, thereby securing prefer- 
ence in case of a transaction. To explain 
for the benefit of outsiders: If Union 
Pacific is 125 @ %, and I am the first 
one to offer one hundred shares at \%, 
no matter how much more comes into 
the market at that price I have the pref- 
erence, and the first man who buys one 
hundred at 4% must trade with me. The 
advantage thus given to a trader who is 
successful in getting his stock on the 
floor lies in this: He sells his stock at 
¥g and bids § for it; if covered there is 
$9.50 profit. If he cannot cover, he 
stops the last hundred of the \% stock, 
and has the house of whom he buys clear 
the transaction for him. This sort of 
profit-making may seem insignificant, but 
there are a great many wealthy traders 
who operate in this way, and very suc- 
cessfully, too. If a man can pull out 
$100 a day, that is $30,000 a year; his 
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time is his own, and he has no office, no 
customers and no worry. If he cuts his 
losses religiously he can stay at it indef- 
initely. 

Of course, it is a nervous business, 
but to be well equipped, a man must 
leave his nerves at home. So far as I 
am concerned I have absolutely no feel- 
ing in the matter whether I am taking a 
profit or a loss. 

Another class of traders deal in five 
hundred and a thousand share lots and 
take greater chances. Some of these op- 
erate from their offices, pyramiding if a 
stock goes in their favor, and keeping a 
stop order close under the average cost. 
Some of the largest floor traders will 
trade on the general tendency of the mar- 
ket, operating in five or six active stocks 
at once. They will trade in perhaps one 
hundred thousand shares a day in big 
markets. 

The floor trader is a great advantage 
to the market; in a way, he cements or 
solidifies it. He is always ready to trade 
either way, and on many occasions sup- 
plies a market when no other buyers or 
sellers are available. The extreme high 
and low prices are usually made by com- 
mission houses with orders to buy or 
sell “at the market.” Many traders like 
to operate against these orders. It is 
not, however, as some people suppose, 
a case of cut-throat between traders and 
commission houses; they depend upon 
each other, and the concrete result of 
their transaction is a broad market for 
the active stocks. In fact, the whole ar- 
ray of floor traders, commission house 
brokers, and two dollar men, form a sort 
of mutual benefit society, in which the 
public is also a participant. 

We often hear Stock Exchange mem- 
bers criticized on the ground that they 
trade against their orders. I do not be- 
lieve that ten per cent. of the brokers 
handling commission orders do any trad- 
ing for themselves. In fact, the majority 
do not trade at all, but simply execute 
their orders on a strictly commission 
basis, The specialists may trade, perhaps, 
when they know of a large lot offering, 
say, at 126, they will sell a hundred 


shares at 7g for their own account, hop- 
ing to take it back lower. If it should 
continue strong they will stop their stock 
with one of the sellers at 126. Their 
losses thereby limited to 4%, while pos- 
sible profits may amount to much more. 

The operations of floor traders are 
often given more importance than they 
deserve. The news tickers frequently 
report “Traders raided the market,” 
when as a matter of fact, a lot of floor 
traders and commission house clients 
may all have been caught Long, and in 
trying to get out simultaneously, a con- 
siderable break occurs. The same thing 
may happen on the other side of the 
market. 

A floor trader is just as apt to be 
wrong as right. To ask him his opinion 
of the market is foolishness, for he is 
a weather-cock, and keeps switching in 
an effort to point in the right direction. 
I have often had a fellow member come 
to me in a crowd and, upon observing 
my purchases, ask: “What do you think 
of this stock?” 

My reply would be: “I am bullish on 
it.” 

Now, that may mean that I am bullish 
for a little turn or for a long pull, but 
my opinion is certainly nothing to go by. 
The same party may come around fif- 
teen minutes later, and, seeing me take 
profits, remark: “I thought you were 
bullish ?” 

I might say: “I am bullish for a long 
pull, but am making a scalp and think- 
ing about selling some short for a 
turn.” 

Of course, the big money is made in 
very active markets—when prices have 
a decided tendency, and the trader can 
swing big lots and secure very large 
profits. It is difficult to tell exactly how 
well the traders come out at the end 
of the average year. Some of them may 
make a quarter of a million dollars one 
year and lose it all or more in the next. 
These are the big plungers, however. The 
average small trader who sticks to his 
knitting and cuts his losses, is assured 
of a very handsome income with mini- 
mum risk, 
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A HARRIMAN WRINKLE 


“When it comes to shrewd methods,” said an old trader, “there is hardly 
any one in the ‘Street’ who can give E. H. Harriman a run for the palm.” 


I remember about ten years ago when he was endeavoring to secure control 

of Southern Pacific, Edwin Hawley, who was then one of his lieutenants, used 
to make the rounds of certain large houses daily. Through each one of these 
houses he would borrow about 2,000 shares of Southern Pacific. Next day 
when the certificates came in, they were transferred by the brokerage house to 
the names of certain parties who evidently represented Mr. Harriman, and 
whose proxies, it was a foregone conclusion, could be obtained. As soon as the 
transfers were completed the borrowed stocks would be returned to the lenders 
and the process repeated. This went on day after day until the amount thus 
transferred into friendly names must have run into hundreds of thousands of 
shares. , 
Being a non-dividend payer, the majority of Southern Pacific certificates 
were floating about the “Street” in all sorts of names, mostly those of brokerage 
houses. Only private investors were having it transferred, there being no object 
in others doing so. 

Thus the whole floating supply in the “Street” was combed over, until prac- 
tically all obtainable certificates were thus transferred. The effect was the same 
as if Mr. Harriman had bought and locked up all this stock. His operation is 
simply indicative of the wonderful resources of this financier. 

















TRADE FOLLOWS THE CROPS 


By E. W. WAGNER 


The agitation concerning “futures” is remindful of the importance of crop 
news. Market Information is read eagerly by all classes. During five months of 
the year the words “The Crops” are in the foreground. Merchants, bankers and 
manufacturers all watch the progress of the growing cereals. 

Trade does not follow the flag alone—it also follows the crops. Bumper 
yields mean good business. Crop disasters or excellent progress are known 
on the different exchanges long before the Government makes public note of 
such events. This astounding crop reporting activity of the grain trade is a 
help to all trades. 

The crop making period is now at hand. Chicago will be flooded daily with 
information bearing on crop progress. Great grain activity will thus follow 
the inception of this most interesting period of the year. Crop interest usually 
reaches its zenith in June, when the pit is daily in a blaze of excitement. 

The present crop scare period is entered with the farmer enjoying about the 
highest farm prices in history as a result of information regarding scarcity de- 
veloped by tireless speculative research. This farm prosperity it should be noted 
is the great saving clause in bringing about the present steady recovery from 
the recent financial disturbance. 

Trade follows the crops and this year more than ever before, because of 
the depression, the public will be interested in grain growth. All eyes are, 
< goes fixed on the greatest grain market in the world—The Chicago Board 
of Trade. 
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Mistakes of Investors 


By John J. Cushing 


that investors make mistakes in 

investments, just as they do in 
their ordinary business affairs. It is 
through mistakes in both instances that 
losses occur, 

The most successful investor, or, we 
might also add, business man, is the one 
who, through observation, study and 
self-applied experience, learns to avoid 
the greater percentage of mistakes. 

By the term investor is not particu- 
larly meant the person who buys bonds 
for the small but certain income they af- 
ford; in this class should be included 
every person, whose motive is the real- 
ization of earnings upon idle surplus cap- 
ital; who places his money in any pro- 
ducing or interest-bearing proposition, 
whether it be bonds or stocks dealt in 
upon the exchanges, industrial or other 
shares sold upon the curb, or real estate 
or other securities purchased at private 
sale. 

The mistakes of investors are multi- 
form in character, but the space allowed 
for this article prevents mention of but 
a few only. In a broad sense, then, the 
mistakes of investors may be grouped 
under two general classifications, viz: 

1. THe ExcusaBLe MISTAKES. 

2. THe WILLFUL MIsTAKEs. 


Under both general classes we might 
name three sub-classes, viz: 

(1) MrustTaKes IN INVESTIGATION. 

(2) MustTaKes 1n SELECTION. 

(3) MusTaAKEs 1n Basis OF VALUE. 


Under the first class, “Excusable Mis- 
takes” may also be classed (a) those 
mistakes of judgment, where investiga- 
tion has been pursued, but where, per- 
haps, the basis of reasoning has been 
wrong; or (b) those which follow un- 
foreseen and unexpected events. In such 
cases it might, perhaps, be more proper- 
ly termed, Misfortune. 

Under the second class, “Wilful Mis- 


N O ONE can dispute the statement 





takes,” which probably covers go per per 
cent. of the mistakes of the investor, he 
practically plays the réle of a blind man 
asking alms, but at the same time being 
led by an unprincipled guide, who relies 
upon the helpless condition of the unfor- 
tunate to extract the real pennies from 
the box and replace them with metal 
chips which retain the jingle but not the 
value. 

Such investors do not rely upon their 
judgment; they rarely reason at all on 
the subject. They are guided solely by 
excitement, enthusiasm and blind faith. 
They have in mind one thought only, viz: 
“Marvelous profits.” They have dimmed 
reason with the screen of unreasonable 
greed. 

“Excusable Mistakes” require no ad- 
vice or suggestions to enable the investor 
to avoid them, for he has taken all the 
precaution beforehand to be expected of 
a prudent and careful business man. He 
has investigated; has carefully consid- 
ered the question of selection, and has 
analyzed the basis of value. If his rea- 
soning has been wrong, or if unfore- 
seen events bring disaster, it is a mis- 
fortune. 

Not so, however, with “Wilful Mis- 
takes.” The victim to this form of mis- 
takes needs advice, counsel and sugges- 
tions. He plunges headlong into the 
whirlpool of enthusiasm, but being 
weighted down with credulity, sinks and 
becomes strangled before he reaches the 
placid cove of promises. 

Volumes of advice have been written 
for this class of investors, and yet “Wil- 
ful Mistakes” multiply and grow more 
numerous from year to year. 

Can there be devised and published a 
formula which will cure “Wilful Mis- 
takes” of investors? If one were to con- 
sult the financial pages of the Sunday 
newspapers, he would at once say Yes! 
The “Information Bureaus,” the “Finan- 
cial Seers,” etc., advertised every week 
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at enormous expense, seem to indicate 
that investors are hungry for advice and 
are willing to pay for it. These invest- 
ment advisors proclaim that through a 
process of “crystal gazing,” “feats of 
necromancy,” “inside information,” or 
otherwise, they can foretell the future 
course of financial events so that no one 
need go wrong on investments. Mis- 
takes continue. 

In the prescription of a formula for 
investors, the real conservative and hon- 
est financial doctor would perhaps use 
as the first ingredient, “Avoid inside or 
astral information,” for it usually comes 
from those who are not even in, on the 
outside, 

The second would perhaps be: Never 
make an investment on enthusiasm or 
excitement. 

Third: Use your own judgment rather 
than the seller’s enthusiasm in determin- 
ing the value and merits of the propo- 
sition. 

Fourth: If you have not the time or 
facilities for determining the essential 
points upon which you can base your 
judgment, get that information even if 
you have to pay for it. Your own legal 
advisor is generally a very safe source. 

A very prominent financial writer, 
who has a wide and technical knowledge 
of the basic principles underlying in- 
vestments, was recently asked if a great 
many people did not consult him in re- 
gard to the safety and soundness of the 
underlying principles of many invest- 
ments. His reply was: “No! the public 
as a rule prefer to lose $1,000 for ex- 
perience, rather than pay $2 for advice.” 
Take advice, but not tips. 

Fifth: A common mistake of inves- 
tors is in not properly discriminating be- 
tween “market value” and “earning 
value.” The ultra-conservative investor, 
and the agitator of sentiment against 
Wall Street, will say, that to buy a stock 
today with the expectation of selling it 
tomorrow or next week or months at a 
profit, is not an investment but is a gam- 
bling transaction. Such a_ statement 


would certainly come under the head of 
“Wilful Mistakes.” The man who buys 
real estate, most frequently looks to the 
enhancement of value more than to the 
earnings for his real profits, 


Wall Street is the greatest investment 
mart in the world; and at times fur- 
nishes the greatest bargain counter for 
investors. The discriminating, careful 
investor uses his reason and determines 
when a stock is being sacrificed at a 
price far below its earning value. There 
is a reason for it, and that reason is a 
shortage of investors. He knows from 
past observation and experience that it 
is only a question of time when Wall 
Street will overflow with new investors 
and then prices will again resume the 
normal “market value.” Learn to look 
forward as well as backward. 

Sixth: Another mistake of investors 
is “loss of confidence.” It has been 
proven over and over again that the 
greatest single source of losses in sub- 
stantial securities is loss of confidence. 
The investor hears rumors of impending 
disaster, which if he would reflect upon 
seriously for a moment, he would see 
were impossible, or, if not, could have 
no real effect upon his security; yet 
through fear and excitement he loses 
confidence, and sacrifices his securities. 
This applies also to bank runs (for the 
depositor in a bank is an investor) nine- 
ty-nine out of a hundred of which have 
been shown to be senseless. 

Loss of confidence is a “Wilful Mis- 
take,” and the investor can always avoid 
it by establishing through investigation 
and reason at the outset—a faith found- 
ed upon reason; a faith which cannot be 
shaken. If a thing is worthy of invest- 
ment it will usually stand against ru- 
mor. Earning power, either through ad- 
vance in market value or through inter- 
est returns should disprove any rumor. 

Seventh: Another “wilful mistake” is 
“investing upon names.” The financial 
or political prominence of the men com- 
posing the board of directors should not 
suspend or influence your judgment. 
They do not promise to put their hands 
into their pockets to pay you dividends ; 
you must look entirely to the real and 
inherent merits of the proposition itself 
for your returns. No high-sounding ti- 
tles can make it a success if it lacks the 
true qualities of success itself. Look, 
therefore, carefully into the real merits 
first and then ascertain whether it is 
probable that the men in command of 
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the enterprise will competently, econom- 
ically and honestly administer your prop- 
erty. Be watchful of the “has beens.” 

Eighth: Still one more “Wilful Mis- 
take” of investors, and more particularly 
those who invest in mining and industrial 
shares, is “too much confidence”—the 
placing of too much faith and reliance in 
what they read. Advertisements and 
prospectuses which set forth the propo- 
sition, frequently contain such alluring 
statements as will set aflame the latent 
enthusiasm of a chronic pessimist; yet 
upon analysis, these statements are sim- 
ply ridiculous and laughable to one fa- 
miliar with that particular industry. 
Therefore, analyze carefully all state- 
ments of business in sight, prospective 
earnings, insignificant expenses, etc. And 
if you observe too much red paint in the 
literature make up your mind that there 
is a “cullu’d pussen” in the background. 
In such a case it is safer to discard it en- 
tirely. 

Lastly: Investors are probably more 
frequently subjected to losses through 
mining investments than through any 
other one line. This is due almost en- 
tirely to “Wilful Mistakes.” Mining in- 
vestors have been too willing to follow 
the red literature, stock-jobbing mine- 
promoter, rather than the real prospector, 


miner and operator. The reason is very 
apparent. The promoter can promise, 
and even guarantee, the greatest profits ; 
the real miner can only state his belief 
and show his faith by his work. The 
promoter can promise anything, and it 
is usually “a hundred million” or “a 
billion in sight.” He has no reputation 
to lose and will have closed out his stock 
long before the day his promises are to 
be fulfilled. Jt is gilded promises which 
catch, 

Mining is one of the most honorable 
of all industries or occupations, but the 
great fortunes of honest mining have 
been used as the bait to entice more in- 
vestors into “Wilful Mistakes” than per- 
haps all other sources of investment com- 
bined. Space prevents going into the 
subject of mistakes in mining invest- 
ments at this time. 

With all the mistakes that could be 
conceived one of the greatest that any 
investor can make is that of “pessimism 
and doubt.” Never let your mind fall 
into that chasm. Do not think because 
you have lost money in one investment 
that all are unsafe. Turn back and 


make a diagnosis of the symptoms which 
produced the fever of greed, in some par- 
ticular case, and you will discover in 
your own mind the safest antidotes. 














Market Lectures 


By Rollo Tape 


IV.—A Manipulative Climax 


F one is afraid of ghosts it is simply 
because he has never inspected one 
closely and learned for himself the 

makeup of the white shrouded specter. 
So it is with the ghost of manipulation ; 
when you become personally acquainted, 
you do not fear, but rather welcome it. 
Knowing its characteristics, you benefit 
by following its operations. 

Manipulators are not ghosts, but live 
flesh and blood human beings, playing 
the greatest game in the world. Their 
opponent is the public, and if the public 
knew as much of the art as they, there 
could be no manipulation. If one ob- 
jects to a game with marked cards he 
had best learn the marks. The man who 
will study the business from this point of 
view will improve his chances several 
hundred per cent. 

We left our stock, in the last lecture, 
well on its way to a higher level. At this 
stage it is easy for the manipulator to 
move it up; owing to lack of opposition. 
That is to say, selling orders are few; 
most of the long holders who bought at 
low prices, are out of it, and the “Street” 
being in a generally bullish and expec- 
tant mood regarding the stock, does not 
care to sell it short. 

Should there arise developments tend- 
ing to throw doubt upon the legitimacy 
of the rise, however, many traders would 
then take the short side. A large volume 
of short sales might be feared or de- 
sired, according to the position and men- 
tal attitude of the operator. If he has 
added to his line on the way up and has 
little room for more, he would not relish 
heavy short selling. He might in such a 
case be obliged to make a temporary 
retreat. Any marked weakness at this 


wo) 


stage will bring liquidation from those 
who bought on the way up from 20 to 
the present level—around 25, as well as 
those still holding stock bought at higher 
figures. If circumstances warrant, he 
will keep the stock comparatively strong, 
no matter what the rest of the market 
may do; there is no better way of keep- 
ing people “in” a stock and discouraging 
short sales, than by giving it the appear- 
ance of strength in a weak market. 

On the other hand, he may welcome 
a considerable volume of short sales, for 
when the market turns strong, he can 
“make them climb” to cover it. This 
will aid his “marking up” operation. If 
past experience has taught him caution, 
he never gets in a position where he 
cannot take on more stock. For him, as 
well as the small fry, overtrading—tak- 
ing a line larger than he can safely swing 
—is fatal. 

Let us assume that the high level on 
the move thus far is 25%, and during 
a temporarily weak market it has backed 
up, very stubbornly, to 237%. As soon 
as the pressure is off, the rebound, with 
a little help from Mr. Manipulator, car- 
ries it back to above its former record, 
and it is now 26 bid, with little offered 
at any price. Shorts become nervous. 
Traders who sold out at 23 or 24 remark, 
“Gee! but that X is strong.” Then to 
their brokers, “Buy 500 at the market”; 
“Buy 200 @ 26”; “Buy 500, for me 
quick,” ete. 

The manipulator’s floor representative, 
observing new outside interests coming 
in, bids it up; the shorts start climbing ; 
almost before it is realized the stock is 
selling at 28. To let it go up too fast 
would produce an unhealthy rise, so, at 
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this level, he supplies all bids and lets it 
react a point or two. By supporting at 
26 and checking it at 28 he establishes 
a good market at an average of 27, let- 
ting it stay there for some days, until the 
public gets used to the price. For Wall 
Street’s memory is short; it soon forgets 
that only a little while ago X was kick- 
ing around ten points lower, with a bad 
reputation and no friends. The same 
people who then predicted a receivership 
for it, now claim it is worth well above 
present prices, and is “going to 35 at 
least.” Yet it is the same old stock; no 
definite news is “out”; earnings show no 
material change ; insiders “know nothing 
about the rise” ; the newspapers are bull- 
ish instead of bearish, with no well de- 
fined reason. ° 

As the price advances, however, possi- 
ble obstacles must be allowed for. At 
each point up, a certain number of old 
holders (investment or speculative) can 
“see daylight,” and may be tempted to 
sell. The few insiders who know “what’s 
coming off” may grow impatient and be- 
gin selling on the ready made market. 
Something may slip and all his efforts 
come to naught. The manipulator is pre- 
pared to take his medicine at such times, 
as one should be, in a venture of any 
sort. 

He continually “tests” the market by 
selling a round lot of his stock and see- 
ing how well it is taken, or by bidding it 
up and noting whether outside purchases 
or sales predominate. Thus far he has 
encountered nothing which would make 
it dangerous for him to proceed. 

And now he is ready for the final 
whirl which will force the stock some- 
what above the objective figure—3z0— 
and lay the foundation for a market on 
which he can unload. 

It is obvious that if he were to start 
liquidating at this level, with no special 
reason for heavy public buying, the price 
might back up to 20 again before he had 
disposed of his line. Others (both longs 
and shorts), might sell so fast, once his 
support was withdrawn, that he could 
get rid of very little. In this respect 
one who swings a large line is at a great 
disadvantage compared to the small 
trader. The latter, if he trades in stocks 
having a broad market, can get out in- 


stantly ; but it takes time for the manipu- 
lator to realize his profits. He must 
make a market on which to sell, unless, 
of course, a bull market is in full swing, 
or the public takes so kindly to this spe- 
cial stock that with the bit in its teeth, 
it runs away with the issue. 

It sometimes happens, too, that when 
the operator is ready to unload, a bull 
pool is being formed (perhaps unknown 
to him) for the purpose of carrying the 
stock still higher. In such a case he will 
have no trouble in unloading at the de- 
sired level—in fact, he may let the pool 
carry it higher, secretly going along with 
it and selling on a scale up. 

It is an old trick among large opera- 
tors, when they are ready to unload a 
line of a certain stock, to form a bull 
pool in that issue, taking, say, a 10% 
interest in the pool. The pool must ac- 
cumulate its line before marking up the 
stock. He “accommodates” the pool by 
unloading upon it, under cover. If the 
pool appears likely to succeed in the deal, 
he stands pat on his 10%, if it looks like 
a fizzle he will quietly sell short on his 
own account, enough to offset his long 
interest in the pool. 

A famous operator once remarked 
that he couldn’t “turn around” with a 
large line in less than ten points; if a 
stock couldn’t be swung this far, it didn’t 
pay him to go in. Our friend who is 
working X has marked it up ten points, 
completing the first two stages of the 
journey toward his goal, and it’s now 
“up to him” to pull off the most impor- 
tant part of the deal. 

Like a well-trained jockey, he times 
the final effort so that his “mount” will 
put into the run down: the homestretch, 
every bit of speed and power it possesses. 
In other words, he plans to attempt his 
unloading at the very moment when the 
public will be most likely to buy. 

As already stated, except for a few in- 
siders, the developments on which the 
rise is based are unknown to everyone 
but Mr. Manipulator. The time is now 
ripe for public announcement, and it is 
planned to bring out the news at 12 
o’clock on a certain day. The manipula- 
tor’s press agent is called in, and the 
“news” written up with due regard for 
its effect upon the public mind. When 
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completed and approved, it is set up in 
type with instructions at the top: 


“TO PUBLISHERS, 


This matter is not to be released 
until 12 o'clock noon, Wednesday, 
May ist.” 


Copies are sent to newspapers and other 
publications who prepare to print it at 
the appointed time. 

In addition, the “underground” news 
service is called into play, and reading 
notices wired to hundreds of papers 
throughout the country, all calculated to 
appear simultaneously, and of such a 
tenor as to induce public buying. Finan- 
cial editors of certain newspapers are 
given “calls” on a few hundred shares 
at 30. Naturally these gentlemen be- 
gin to bubble bullishly. Bulletins are 
prepared, showing the effect of the new 
departure. These are held ready to 
“spring” at the proper moment. 

Floor lieutenants are called up and 
given instructions before the opening of 
the day on which the climax is to be 
reached. They are to bid the stock up 
at every opportunity, but to take no more 
than is compulsory in order to sustain 
the market. At 11:30 they are to report 
to headquarters by ’phone. 

The Stock Exchange opens. The news 
has leaked out from certain newspaper 
offices that “Something’s coming off” in 
X. The editors buy some at 28% and 
tell their friends; the tip gradually 
spreads till a lot of people are wise. As 
a result, the stock creeps toward the 
30 mark. Many more, followers of the 
tape, take on a little “just because it acts 
so well.” 

Down on the floor, the hands of the 
clock sweep around to 11:30 and the 
final orders are placed. Three or four 
of the trusty brokers are given large 
selling orders, varying in quantity and 
at prices between 33 and 34. Another, 
blessed with a fog-horn voice, is told to 
bid it up, and make it 33% bid at ex- 
actly 12:05 Pp. M., at which time he is to 
cancel his order. 

As noon approaches, the price a- 
vances sharply and the volume of trad- 
ing in the stock increases, till X, is the 
most prominent in the dealings recorded 
on the tape. Promptly at twelve the 


news tickers print the announcement, 
news slips bearing it are distributed, and 
it becomes public property. 

The fog-horn voice is heard at the X 
post on the floor, “I'll give three and an 
eight for a thousand.” Commission 
house brokers flock in with market or- 
ders and bid it up; the lieutenants begin 
selling out their big lots ; a new group of 
brokers appear with supporting orders 
at 33. 

On the minute of 12:05 Fog-horn bids 
“3314 for ten thousand shares!” He 
only shouts it once, and the bid being 
for not less than the specified quantity, 
no one “plugs” him with the stock. Word 
is passed along and the press agent sees 
that the bid is put over the news tickers. 
Commission house brokers ’phone their 
offices “33% bid for 10,000 X.” This 
brings more buying orders and the un- 
loading proceeds merrily. 

Prominent officials of the company, 
financiers and others, are interviewed. 
All give very bullish opinions as to the 
effect of the news on the stock. Pre- 
dictions are freely made that it will 
eventually sell from 50 to 60 as a result 
of these developments, all of which is 
served up (with brass band accompani- 
ment by the press agent). 

After the first rush is over and all 
buyers above 33 are supplied, the sup- 
porting orders at that figure are reduced 
to 32. The stock reacts somewhat, but 
there is still a good demand. Certain 
traders who wouldn’t buy on the bulge 
at 33% think it’s cheap at 32% and take 
a little, It works back another point. 
“It was due to react” is the comment, 
and other buyers get aboard (they could 
not be tempted previously). There is 
some short selling by floor traders and 
realizing by those who got in early. The 
latter wouldn’t sell at 33%4—but are 
scared out at 31'4%4—such is the philo- 
sophy of the average trader. 

The reverse of the above is also true. 
Many, who are buying at this level, 
turned up their noses at the stock when 
it was 18, 20 and 25. At 32 it becomes 
the “best thing on the board.” 

As the majority of people buy when 
“it’s going up,” or “it looks like going 
up,” or they “think it’s going up,” the 
buyers at present prices outnumber those 
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at lower prices by twenty to one. The 
manipulator has spread a little sugar 
and molasses about, and the flies swarm 
around it, 

The stock is kept strong for some 
days or weeks, depending upon the quan- 
tity of stock to be unloaded, and the 
power of absorption displayed by the 
public. During this interval it has ranged 
between 30 and 33, responding quickly 
to every sign of strength in the general 
market, and easing when weakness ap- 
peared in the rest of the list. Those who 
bought on bulges wonder why it does not 
go up. They are constantly reading bull 
arguments, and their hope is never al- 
lowed to wane until the 
deal is completed. 

Finally the last thou- 
sand shares is sold out 
and the stock is allowed 
to take its own course. 
As the majority of specu- 
lative holders are now - 
carrying it on margin, the 
technical position of the 
stock is considerably 
weakened; manipulative 
support being withdrawn, 
sharp declines occur. The 
manipulator may do some 
trading on these, espe- 
cially if, after having 
closed out his long lines, 
he sells a few thousand 
shares short and takes it 
back on a break. Circum- 
stances may cause him to 
pick up a considerable line 
at such times, provided a good reaction 
takes place. The reaction in itself is no 
argument against eventually higher 
prices. The weakness in the stock is the 
direct result of purchases at the top, by 
people who are trading on comparatively 
thin margins, buying on bulges and sell- 
ing on weak spots. 

At an average reaction of 5 points 
from the top he may take back half of 
his former line, especially if he believes 
the stock can eventually be worked up to 


40 


Now there are a great many lessons to 
be drawn from this operation, and one 
of the most important is the folly of buy- 
ing stocks when news comes out, and 
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The Manipulator 


when it is apparent that insiders are 
printing such information to induce pub- 
lic buying. Inside information when 
really valuable, is not available to every- 
one, but when such is given to the pub- 
lic practically all value disappears, and it 
is time to sell a stock short—not to bite 
it off at the top. 

For example, take the long drawn out 
negotiations between Heinze and Rog- 
ers. For years Wall Street was kept 
on edge by announcements that the cop- 
per fight was about to be settled, Amal- 
gamated fluctuating between 35 and par 
during most of that period. When nego- 
tiations to this end started in earnest, 
the stock was worked up 
until, at the time of the 
announcement, it touched 
11844. With one excep- 
tion, this was the highest 
price for four years pre- 
vious and two years since. 

The same thing takes 
place, to a greater or less 
degree, in hundreds of in- 
stances throughout the 
year, and people who buy 
on such announcements 
are simply playing iyto 
manipulative hands. 
There is always an incen- 
tive to public buying, 
whether the incentive is 
artificially produced or 
the outcome of certain 
natural developments ; but 
when the “news is out,” 
and no further bull argu- 
ments are forthcoming, the stock is due 
to slump in nine cases out of ten. 

It is astounding how often the public 
can be fooled by the same tactics. As an 
instance, a few years ago a certain firm 
of brokers had charge of the manipula- 
tion in Missouri Pacific. Their method 
was to accumulate the stock on weak 
spots, then work it quietly up to 7 or 8 
points, and, of a sudden, create great 
activity by matched orders, ending in a 
grandstand bid by a board member of 
the firm for 10,000 shares of Mop at 
the top price. Those who bought on 
such occasions were invariably disgusted 
to see the stock sag. When it had been 
worked in an opposite direction as far as 
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circumstances would permit, the same 
firm would be found offering 10,000 
shares at the lowest eighth. In this way 
the stock was “milked” until nobody 
ever had a show to make money except 
the insiders. 

Many people never buy a stock until 
they see others buying. Then they fol- 
low like a lot of sheep. Whether this 
disposition on the part of the public was 
the origin of the term “lamb” I do not 
know, but it seems likely. 

Of course experienced floor traders 
are often fooled by manipulative trans- 
actions, but unless the manipulator is ex- 
ceptionally versatile, and constantly 
changes his methods, the crowd on the 
floor, at least, will “get wise.” 

Here is an instance showing one 
phase of the manipulative game, in 
which operation Mr. Keene was the star 
performer. It was written by an “Old 
Californian” and appeared in Gunther's 
Magazine: 

“It was soon after the panicky down- 
fall of 1871 had begun. Savage, a well- 
known mining stock had dropped the day 
before from eight hundred a share to 
nearly two hundred; but on the day I 
mention had recovered to nearly five 
hundred per share. It was growing 
dark. Most of the big operators and 
leading brokers were either in their offi- 
ces going over their day’s business with 
their worn-out clerks, who at this time 
slaved till midnight, or had departed to 
their homes on Rincon Hill, Van Ness 
avenue, or other fashionable residence 
streets. Still, there was considerable 
small trading in a desultory way in a 
group clustered around the steps of the 
office of the great bear stock broker, 
Mark McDonald. 

Mr. Keene stood upon the steps and 
said: “I have a few hundred shares of 
Savage to sell. What is bid for a hun- 
dred Savage?” 

Somebody shouted: “Four hundred 
and sixty dollars!” 

Mr. Keene smiled at him. “I have 
a hundred shares of Savage to sell at 
five hundred,” he remarked. “As I want 
to go home I'll sell it at four ninety-five. 
a a hundred Savage at four ninety- 

ve!” 

Just then Charlie Seligsberg, the board 


room partner of the greatest commission 
stock house in San Francisco, Glazer and 
Seligsberg—afterwards I. Glazer & 
Company—came running round from 
California street. He shouted: “I'll give 
four eighty for a hundred Savage! Four 
eighty—four ; eight-five for a hundred 
Savage!” 

“Sold!” said Mr. Keene. 

“Take another hundred!” returned 
Seligsberg. 

“Sell you a hundred at four ninety.” 

“Take ’em!” cried Seligsberg, “Four 
ninety for a thousand more Savage.” 

“Sold!” cried Mr. Keene. 

“Four ninety for another thousand 
Savage!” vociferated Seligsberg. “Four 
ninety-five for a thousand Savage! Five 
hundred for one thousand Savage!” His 
voice rang out into the mist of the sum- 
mer evening. 

Mr. Keene said shortly: “I have sold 
all the Savage I have orders for,” and 
disappeared along Montgomery street 
toward California. 

The stock articles of the San Fran- 
cisco journals the next morning carried 
in big headlines: “The market rallies! 
At the close Mr. Seligsberg bought a 
block of Savage at four ninety and bid 
Mr. Keene five hundred dollars a share 
for a thousand more and didn’t get it.” 

No big operators had been very close 
to these transactions, but some of’ the 
newspaper scribes must have been. 

Notwithstanding this, there was ap- 
parently plenty more Savage to sell the 
next day, for the first eager broker that 
opened his mouth for it in quantities at 
five hundred got it. It steadily declined, 
touching two hundred during the next 
week or two, and from that day to this, 
despite fluctuations, has been gradually 
going from bad to worse, the last quota- 
tion I remember in the-San Francisco 
Board being one dollar and seventy cents 
a share. 

Fifteen years later, I met Charlie 
Seligsberg in the Gilsey House. Mr. 
Seligsberg, having retired from business, 
had made his home in Germany, but was 
then on a visit to New York. In speak- 
ing to him, I mentioned the vivid im- 
pression he had made upon my youthful 
mind, when I saw him for the first time 
buying Savage at four hundred and 
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ninety dollars a share from “Jim” 
Keene. Incidentally I said: “Your cli- 
ent must have got it in the neck on that 
thousand Mr. Keene sold you at four 
hundred and ninety, though you bid 
five hundred for a thousand more that 
evening and didn’t get it.” 





“T remember the transaction,” laughed 
Mr. Seligsberg. “I don’t think my client 
suffered very much; he is still rich.” 

“Why, who ordered you to purchase 
that stock?” I asked. 

“Mr. Keene,” he replied, 
man who sold it.” 


“the gentle- 


ad 
ali ‘IN \\s 


ee 


Forestalling 


Old Time Laws Against What Is Now Known as Short Selling. 


By G. H. Burnham Jr. 
Burnham, Bennett & Co. 


legislatures of the different States 

have enacted with reference to the 

elimination or extermination of 
forestalling or short selling, we think a 
few words concerning the general law in 
this country would be of interest. 

John Fiske in his “History of Old Vir- 
ginia and her Neighbours,” says that 
one of the very earliest laws passed in 
this country was a law passed by the 
House of Burgesses, about 1634, in what 
was then known as the Kingdom of Vir- 
ginia. The Burgesses met in a wooden 
church in Jamestown and enacted a law 
which declared that the enhancing or 
depressing of the price of any commod- 
ity was illegal. 

The law was to the effect that “whoso- 
ever shall buy or cause to be bought any 
merchandise, victuals, coming by land or 


l* regard to the drastic measures that 


water to the market to be sold, or make 
any bargain, contract or promise for the 
having or buying of same before the said 
merchandise shall be at the market ready 
to be sold, or make any motion by word 
or message to any person for the enhanc- 
ing of the price or dearer selling of the 
same, or forbear to bring any of the 
things above mentioned to any market, 
shall be deemed and adjudged a fore- 
staller. Any person being duly con- 
victed for the first offence shall suffer 
imprisonment by the period of two 
months without bail and shall lose and 
forfeit the value of the goods. For the 
second offence the offender must suffer 
imprisonment for one-half year, and for 
the third offence shall be set on the pil- 
lory and also be committed to prison, 
there to remain during the governor’s 
pleasure,” 
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In the sixteenth century in the reign 
of Edward V1 it was enacted that “Who- 
soever shall buy corn or grain with in- 
tent to sell it again shall be reputed an 
unlawful engrosser, and for the first 
fault suffer two months’ imprisonment, 
and forfeit the value of the grain; and 
for the second suffer six months’ im- 
prisonment and forfeit double the value 
of the grain, and for the third be set in 
a pillory and suffer imprisonment during 
the King’s pleasure and forfeit all his 
goods and chattels.” 

In 1734 a bill was passed in England 
penalizing the form of stock speculation 
known as short selling. It remained a 
dead letter for one hundred and twenty- 
six years, and was repealed in 1860. A 
similar law passed by the New York 
legislature in 1812 was repealed in 1858. 

It is a peculiarity of human nature to 
enjoy risks, the love of excitement per- 
haps, the desire for gain, a spirit of 
speculating on what the future may hold 
in store. The Chinaman loves the haz- 
ard of fan tan, the negro is fond of the 
hazard of craps, Frenchmen have a 
weakness for roulette and race track 
hazards, and it is said that an English- 
man will bet on anything. In America, 
a country of immense natural resources, 
a natural provider of the necessities of 
life such as grain, copper, cotton, etc., 


- many are not adverse to taking advan- 


tage of opportunities for buying or sell- 
ing of these commodities or the securities 
of the transportation companies which 
move these articles from producers to 
consumers. 

When a man buys or sells wheat or 
cotton for future delivery and he un- 
dertakes the transaction in a_ spirit 


of research he is backing his judgment, 
he becomes a forestaller. It is not a 
gambling transaction. It is not a bet. 
The man has formed an opinion and he 
is‘acting on what he believes are to be 
higher or lower prices for the commodi- 
ties in which he is trading. With many 
men there are many opinions, hence we 
have many buyers and sellers, which 
makes a market. In London it is the 
custom to buy and sell iron and copper 
by means of warrants, that is, documents 
representing stated amounts of the met- 
als. In this country there is no specula- 
tive buying and selling of the raw metals, 
but there is wide speculation in the 
shares of the producing companies as the 
U. S. Steel Corporation, the Amalga- 
mated Copper Co., etc. 

In all this buying and selling there is 
this same fundamental proposition, the 
formation of judgment of what the fu- 
ture price of the metals is to be, the 
demand and other factors. Here again 
we have many minds with many opinions 
and this makes a market. With stocks 
of the railroad and other industrial cor- 
porations it is a constant matching of 
opinions, a long and patient study of 
conditions which leads the operator to 
enter the market once his opinion has 
been formed. When the majority of the 
operators think alike prices move in one 
direction. When there is wide differ- 
ence of opinion we have a market with 
wide fluctuations. 

It will be seen that some four centuries 
have elapsed since laws against fore- 
stalling were enacted in this country, and 
during all that time these laws have been 
dead letters so far as their actual en- 
forcement is concerned. 




















Explanation of Foreign & Domestic 
Exchange, Gold Shipments, 
Balance of Trade. 


ANY persons fail to wunder- 
M stand the movements of and 
dealings in exchange, which 
are such leading features in 
practical banking. Sterling exchange 
appears to some the most difficult thing 
in the world to clearly understand even 
in these days of such active international 
banking. National banks all over the 
country are placing themselves in a po- 
sition to draw bills on London. A pro- 
per explanation of the money move- 
ments of the class we have named ought 
to make them perfectly easy of compre- 
hension by any person capable of under- 
standing the simplest arithmetical prob- 
lem. Here is all that need be said in 
explanation of the sterling exchange 
business : 

The legally set-up par value of a 
pound sterling is with us $4.86.65. If I 
am in New York and owe £1,000 to a 
party residing in London I look about 
me to see how I can pay the debt in 
the cheapest way. If I can buy a sight 
sterling bill on London for the £1,000 
at $4.90, or less, I buy the bill and remit 
it to my London creditor, and that ends 
the matter. If I cannot buy the bill 
named without paying more than $4.90 
for it, I ship to my creditor in London 
£1,000 in cash gold, or that value in 
American coin. 

I ought, however, to note here that, if 
I am banking in sterling exchange to 
very large amounts, I might, perhaps, 
be willing to remit gold rather than pay 
even $4.89.50 for bills. The influence 
at work to bring me to a decision 
whether to export the gold or remit the 
sterling bill is the expense of handling 
the gold as found in the following bill 
of costs for shipping gold from New 
York to London: 


Freight—¥y of 1%. Insurance % of 
1%. Cooperage—Too small to consider. 
Abrasion—From nothing to 4% of 1% 
on $20-pieces; 4% to 4% on $10- 
pieces and 4% to %2% on $5-pieces. 

If a party in London owes me £1,000, 
I collect this debt by selling my sight 
sterling bill on him for the £1,000 if I 
can get $4.83 for it. If I cannot get at 
least $4.83 for this bill it is more profit- 
able for me to collect it myself in Lon- 
don, of course through correspondents, 
and have the gold shipped to me, to be 
sold here at its market value, unless it 
should be American coin. The cost of 
bringing gold from London to New 
York is the same as from New York to 
London. 

I have made my illustrations show the 
principle; but, in even so standard an 
article as gold, the actual demand in the 
London or the New York money market 
will affect its value—at least its value for 
financial uses—and this value of the mo- 
ment must be ascertained before making 
close figures on a large transaction. 

The philosophy of movements in do- 
mestic exchanges is just the same as that 
described as underlying the sterling ex- 
change business. A brief explanation 
of domestic exchange methods may make 
my descriptions of sterling transactions 
more easily understood, since the domes- 
tic exchange matter is free from that 
confusing element—a differing currency. 
In sterling exchange we have to do with 
a mixture of dollars with sovereigns; 
in domestic exchange we have a dollar 
at both ends of the route. Here is an 
account of a domestic exchange transac- 
tion, which is an every-day occurrence 
with me, that will give a good deal of 
the whole circle of the domestic exchange 
business : 








* From Patton's Practical Banking, published by the Banker's Pub. Co. 
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I, a bank in Boston, owe a bank in 
New York $100,000, which must 
be paid ‘at once. I seek for a-check on 
New York, and, if I can get one without 
paying more than fifty cents per $1,000 
for it, | pay my New York debt by re- 
mittance of the New York check. If I 
cannot buy the $100,000 New York 
check without paying more than fifty 
cents per $1,000 for it, I send the New 
York bank the gold of legal tenders, for 
I can do this by paying not over fifty 
cents per $1,000 for the transportation 
of this cash to New York. If I have 
owing me in New York $100,000 which 
I may collect at once, I draw my check 
on New York for the same and sell it in 
Boston, if I can do so at a cost not 
exceeding fifty cents per $1,000 discount. 
If I cannot sell this $100,000 New York 
check without allowing more than fifty 
cents per $1,000 discount, I send the 
check to New York, draw the gold or 
greenbacks, and import the same to Bos- 
ton. This I can do for fifty cents per 
$1,000. 

It will be observed that the variation 
in exchange between the two points— 
that is, the difference between the ex- 
treme quotations, which is necessary in 
order to change the route of the gold or 
legal-tenders—is just $1, or twice the 
sum I have assumed to be the cost of its 
transportation one way. In my sterling 
figures the same kind of exchange varia- 
tion existed. 

It is easy to perceive, looking at the 
exchange operations between Boston and 
New York—looking at them from the 
standpoint of Boston—that exchange on 
New York must be low when Boston is 
selling New York more goods than New 
York is selling Boston. 

When New York exchange is low in 
Boston we say that it is in our favor— 
that the balance of trade between the 
two cities is in favor of Boston. This 
happens, for illustration, when Boston, 
which is the center of the manufacturing 
interest of New England, is selling heav- 
ily of her mill products in New York, 
and buying lightly there of that city’s 
foreign goods, shares, bonds, etc. At 
such times gold and legal-tenders flow 
in large amounts from New York to 
Boston, moving over by the great ex- 


. elements that are influences. 


press routes. A situation of the domes- 
tic exchange market which is the reverse 
of this will be understood without ex- 
planation. 

In just the same way exchange on 
London is low in Boston and New York 
when the balance of trade between the 
United States and England is in our fa- 
vor. The balance of this trade is in our 
favor when we are sending England 
more in value of our products—wheat, 
cotton aritl provisiors—than we are im- 
porting from England of her manufac- 
tured goods—or, I might say, of the 
silks, woolens and fancy goods of the 
whole of Europe, for our pay for all is 
settled through London bankers. 

When this is the condition of affairs 
all our bankers who deal in sterling ex- 
change are ready to sell their bills on 
London, and there are few buyers, hence 
low quotations for exchange, and, as in 
any supposed case of the £1,000 due me 
in London, the drafts, or the debt:, are 
collected there ahd the gold is shipped 
over, so that when Len‘lon exchange is 
low here gold comes flowing in upon us 
from Europe. When, from causes the 
opposite of those described, we are buy- 
ing of Europe largely, and sending her 
little of our wheat and cotton, London 
exchange is high with us and gold moves 
Eastward—flows from New York to 
London. There are, of course, other 
When our 
United States bonds and other Amer- 
ican securities market themselves abroad 
they make, to the extent of their value, 
exchange in our favor. When Europe 
gets alarmed over American securities 
and begins to send them back upon us 
sterling exchange feels the movement. 
And it is, of course, not in our favor. 

There are several terms relative’ to 
sterling exchange which are often heard 
on ’Change and read in the papers which 
should be understood : 

Bankers’ bills of exchange are bills 
drawn by bankers upon bankers. 

Commercial bills are those based upon 
movements of merchandise, and drawn 
by merchants. 

Documentary bills are those which are 
accompanied by the bills of lading. 

Posted or nominal rates for exchange 
means the rate daily posted upon the bul- 
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letins of the dealers in exchange for the 
use of the general public. 

Actual rates are the real terms—the 
inside terms made to brokers through 
whom most of the trades are made. 

Whatever may be the rates of ex- 
change between domestic points, or be- 
tween New York, London or Paris, there 
will always be a demand at both ends of 
the route for bills of exchange—for 
checks, drafts and letters of credit pay- 
able at the other point. The retail ex- 
change business of the globe will always 
be transacted by the use of paper cred- 
its. It matters not what may be the 
rates of exchange between New York 
and Boston, as far as the necessity of a 
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certain supply of checks and bills of ex- 
change for use between these two points 
is concerned. New York bankers must 
aiuays be in readiness to draw on Bas- 
ton for their customers, and Boston must 
always be able to draw on New York, 
and New York and Boston banks and 
bankers must always be able to draw on 
London—to draw drafts and to issue let- 
ters of credit for travelers for use in 
Europe. To meet this convenience de- 
mand our New York and Boston bank- 
ers, when exchange is against them, 
must ship gold to London, even beyond 
payments of their debts, and on these 
gold credits draw for merchants and 
tourists. 





Bucket Shops 


An Inside View, and Some Lessons to Be Drawn Therefrom 


HEN President Roosevelt started 
his campaign against “bucket- 
shopping” as an evil entirely 
separate and distinct from the 

so-called evil of Wall Street speculation, 
he struck at least one responsive chord 
in the heart of the financial district. 
Evidently from the tone of the Presi- 
dent’s first message touching upon this 
subject, he considered all stock specula- 
tion in the light of “bucket-shopping.” 
It is well that certain authorities have 
since explained to the President the dif- 
ference between a bucket shop and a 
legitimate New York Stock Exchange 
house, doing business for its clients on 
margin, or, if you prefer, on credit. 
His erstwhile .ignorance is not surpris- 
ing, considering the fact that many trad- 


ers operate through supposedly legiti- 
mate houses, not realizing that they are 
simply bucket shops in disguise. 

Even certain members of first-class 
exchanges have often been known to 
assume the position of bucket shops; 
furthermore, there are in existence ex- 
changes organized solely for the pur- 
pose of affording protection to keepers 
of bucket shops, the ownership of an 
exchange seat being considered by many 
a guaranty of integrity and responsibil- 
ity. 

The difference between a bucket shop 
and a legitimate brokerage house is sim- 
ple enough. A brokerage house executes 
its clients’ orders to the best advan . 
for a mere commission, and, beyond 
small fraction of interest on the money 
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which it advances to aid the speculator 
in carrying the stock, it does not benefit 
in any other way. 

A bucket shop, whether it be brazenly 
announced as such, or whether it is hid- 
ing under cover of an exchange member- 
ship, is a concern whose position in the 
market counterbalances or directly op- 
poses that of the client. In other words, 
a bucket shop trades against its cus- 
tomer ; whatever a client buys, the house 
sells, or, according to the plan pursued 
in the majority of cases, the bucket shop 
executes no orders; it simply records on 
a sheet the price at which the trade is 
made, together with the amount of mar- 
gin deposited as protection. A bucket 
shop stands to make what a client loses, 
and to lose what a client wins. 

If one should draw up a scale showing 
the various classes of people in their re- 
spective positions as money-makers or 
money-losers in the speculative game, 
the bucket shop trader would stand at 
the head of the losers. Why? Because 
he trades on a slim margin through a 
house which is constantly striving to 
get his money, and which, as a rule, will 
use every effort, crooked or otherwise, to 
attain this end. 

A trader operating on a 2-point mar- 
gin is five times more likely to be wiped 
out than he who operates on a 10-point 
margin. This one factor is enough to 
“break” the average small trader. The 
bucket shop keeper encourages trading 
on a small margin, as in this way he 
catches people who have only a little 
money, and who look upon stock specu- 
lation as a purely gambling operation. 

The majority of trades in a bucket 
shop are 10 and 20 share lots, calling for 
a margin of one or two points. As this 
involves only from $10 to $40 initial mar- 
gin, one can readily understand how the 
small fry can be led into the game and 
parted from their money. 

These amounts of stock seem infin- 
itesimal, but when they are multiplied 
by the thousands of bucket shops and 
hundreds of thousands of traders 


throughout the country, the total trans- 
actions carried on daily in such establish- 
ments doubtless far exceed the number 
of shares dealt in during an active New 
York Stock Exchange session, 


One bucket shop which “busted” not 
long ago, averaged from sixty to seven- 
ty thousand shares of stock a day, be- 
sides twenty to thirty thousand bales of 
cotton, and a corresponding volume of 
grain. To this must be added the 
amount “held back” by the correspon- 
dents (managers of bucket shops in other 
cities), and the total transactions would 
probably be increased 50%. 

That the majority of bucket shops 
make money in the long run is well 
known, but they too have their losses, oc- 
casioned by the heavy expense of tele- 
graph wires, dishonesty of employees, 
lack of capital to withstand an adverse 
market, etc. The cardinal principle back 
of a bucket shop’s success, however, is 
this: Its clients accept small profits and 
stand for big losses. This forces the 
bucket shop to take small losses and big 
profits. 

There are several different kinds of 
trades used by those who operate through 
bucket shops. 


Ist. The one or two point margin 
trade. 

2nd. The trade on a margin of two 
points with a “protection” of two points 
additional. This means that two points 
have been deposited and that the client 
has agreed to “stand good” for two 
points more; if the market declines so 
that his original two points is wiped out, 
he is bound to deposit two points addi- 
tional. 

3d. The “K. G.” order, which means 
“keep good.” These last are the orders 
on which the bucket shop-makes its big 
money, for in such cases the trader con- 
tinues to deposit margin sufficient to 
offset any decline which the stock may 
suffer. If his original margin is two 
points, and the market breaks five points, 
he will deposit five points more, thus 
keeping his two points “good.” 

The small trader who puts in a “K. 
G.” order and stands for a break of 10 
or 20 points will promptly grab one or 
two points profit as soon as it appears. 

The amount of money involved in such 
transactions may be realized when it is 
stated that during a panic year not long 
ago, one bucket shop establishment 
“called” its branch offices and correspon- 
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dents for $750,000 in margin in one day 
(the panic, which was comparatively 
short lived, netting the house about 
$1,500,000 in all). 

Very few bucket shops have their 
headquarters in New York, although the 
city was formerly overrun with them. 
The hot bed in years gone by was New 
Street. In that section there were estab- 
lishments which would buy as low as 
one share of stock on a $1 margin. The 
Wall Street “ghosts” used to stand 
around tickers in such places, and chip 
in 25 cents apiece to form a $1 pool, for 
the purpose of making a one-share trans- 
action. This was putting stock specula- 
tion down on a basis with craps, as 
played for pennies by newsboys. 

The bucket shop charges % for buy- 
ing and % for selling; hence there is a 
very high percentage against an active 
trader who is jumping in and out of the 
market on a one or two point margin. 
If these people were trading on long 
swings up or down, the commission 
would cut a small figure, but one who 
trades thus ten or twenty times a day 
is as certain to lose as the “Kitty” in a 
gambling house is sure to “swallow the 
canary.” 

Owing to the revenue tax on sales of 
stock in New York State, many large 
wire bucket shops, formerly operating 
from New York are now located in Jer- 
sey city, Hoboken and Philadelphia. 
Chicago, Pittsburg, and other important 
cities are also centers for some of the 
greatest concerns in this line, their wire 
systems extending throughout the coun- 
try. 
As the majority of speculators are at- 
tracted to the market in bull times, mak- 
ing their purchases in the height of a 
boom, the bucket shop makes most of its 
money on the big breaks and panics 
which invariably follow. It is not to be 
supposed, however, that a bucket shop 
invariably loses in a bull market. If a 
house has on its sheet 3,000 shares of a 
stock which its clients are long, in a bull 
market, another lot of its customers is 
often short 1,000 shares. Right here is 
where the tendency of both longs and 
shorts, to take small profits, works to 
the benefit of the bucket shop—those 
who are short will take three times the 


loses on their trades as the longs will 
take profits. That is to say, in a 10 point 
rise, the longs will accept an average 
profit of 3 1/3 points (a loss of $10,000 
to the bucket shop), whereas the shorts 
will stand for a loss of the whole 10 
points, meaning $10,000 profit for the 
bucket shop—sufficient to offset its 
losses. 

Many crooked games are worked, 
both by the bucket shop against its clients 
and by its employees against the house. 
One of the most productive schemes is 
known as “holding back the quotations.” 
For example, a trader walks into a 
bucket shop and sees by the quotation 
board that Union Pacific is selling at 
125. He does not know how long this 
quotation has stood there, but thinks he 
will “take a chance” and says: “Buy me 
10 Union Pacific at 125.” The telegraph 
operator over whose wire the official 
quotations are coming, knows that Union 
Pacific is selling at 124, but does not 
notify the customer until after the trade 
is made. Then he begins to put out the 
quotations gradually, until the price of 
124 is reached. 

In another case the client may have a 
profit, but quotations will be held back 
until he goes out of the shop, or, they 
may be posted in some such way as this: 
“Union Pacific sold at 127, now 126,” 
the idea being that if the 127 price had 
been posted and left on the board, the 
client might have taken his profits. 

A scheme which is regularly employed, 
and which may open the eyes of some 
people, as to why their stop-orders, or 
exhaust points, are so often reached, is 
this :—Suppose a bucket shop combina- 
tion is carrying 10,000 shares of a cer- 
tain stock, selling at 38, of which about 
3,000 shares would “exhaust” at 35. 
The traders carrying these 3,000 shares 
may have $15,000 or $20,000 in margins 
upon the trades. In order to grab this 
money, the bucket shop uses every means 
within its power to drive the stock down 
to the desired figure. Assuming that the 
stock is comparatively inactive, by sell- 
ing one or two thousand shares short 
on the New York Stock Exchange the 
price is depressed to 35. This operation 
may cost some money, but, by reaching 
the desired figure the whole amount 
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which their clients have “up” will fall 
into their hands. 

Another and most familiar trick of 
the bucket shops is to “lay down” when 
the market goes heavily against them 
and their clients demand settlement. 
This may be done either by the main 
establishment, or by any of the various 
correspondents in other cities. For ex- 
ample, a bucket shop starts in Jersey City 
with a capital of $25,000, and sends a 
man over the road through New Jersey, 
Pennsylvania and New York State, to 
establish connections in the various 
towns and cities. A bucket shop man- 
ager, say in Trenton, N. J., may be in- 
duced to open an office as correspondent. 
He may have little or no responsibility. 
Customers place their trades through 
him, supposing that they will be “filled” 
by the New York house, but they have 
no guaranty to this effect. The cor- 
respondent himself may “stand on” the 
trade. To explain: A trader gives a 
correspondent an order to buy 10 Steel 
at 35. The correspondent hands the 
order to his telegraph operator who sup- 
posedly telegraphs it to New York, to be 
‘filled.” A clicking of the instrument is 

‘heard, and, if the trader happens to be a 
telegraph operator, he can lear the order 
accurately sent over the wire. He can- 
not tell, however, over which wire the 
message is transferred, as very often 
“bluff” wires run into the next room, 
or to an adjoining building, where a con- 
federate “fills” the order, and wires back, 
“Bought 10 Steel at 35.” The client is 
thus trading against unknown responsi- 
bility, and if he and the majority of oth- 
ers lose, the correspondent will win and 
their future trades are safe; that is, they 
can “pull their money down” when they 
wish, providing they have any profits to 
pull down. But should the market go 
heavily in favor of the traders and 
against the house, so that when demands 
are made the correspondent cannot set- 
tle, he simply locks his door at night and 
disappears from the town before morn- 
ing, leaving the traders who have taken 
profits, to bewail their losses and their 
cupidity. 

The main establishment, which “fills” 

- the trades of all these correspondents 
throughout the country, may on some 


fine day, treat them to the same dose. 
In brief, when you are trading with a 
bucket shop there is no guaranty that it 
will not “fold up its tents and steal 
away” at any stage of the game. 

Regarding the financing of the out-of- 
town connections a certain amount of 
money (ordinarily about $1,000) is kept 
in a prominent bank in each city where 
there is a correspondent. After each 
day’s transactions the correspondent 
must deposit, if there is a balance due the 
house, or the house will make a deposit 
if it has suffered a loss for the day. The 
bank has standing instructions to remit 
to the main office all cash in excess of 
$1,000. When it contemplates “laying 
down,” however, these deposits are in- 
stantly withdrawn, and the client has no 
recourse. 

An example of the money that is made 
in this business: One concern started a 
year or two ago, with $50,000 capital, 
the understanding among its partners 
being that if this amount was lost, they 
would quit. Not a dollar of their capital 
was touched. In the next eighteen 
months the market favored them and 
they cleaned up $750,000. How this was 
done without the use of capital may be 
explained by citing an instance in which 
a certain party started a bucket shop in 
Buffalo without a dollar of capital. That 
is, he spent all his money for furniture, 
fixtures and equipment, finding himself 
on his opening day with nothing in the 
till. The first man who came in made a 
10 share trade, and laid down a $10 bill. 
In a short while, the stock was up a 
point and the trader closed it out. Said 
the bucket shop man: “I’d be glad to pay 
you, but the fact is, I-haven’t a dollar. 
Here is your original margin, and if you 
will wait until the next fellow comes in 
and makes a trade I will get enough out 
of him to pay you.” The second trader 
arrived in due course and lost money 
enough to enable the proprietor to pay 
over the first man’s profit. The estab- 
lishment thus started made a fortune for 
its owner. 

One of the largest bucket shop con- 
cerns in the country has its headquarters 
in Albany, N. Y., numbering among its 
clients some of the strongest banks and 
trust companies in the State. The 
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“Metropolitan” of Boston, made an im- 
mense fortune for its owners. Some of 
our large New York hotels were built 
on the profits derived from a large buck- 
et shop establishment having its head- 
quarters in Wall Street. 

Another bucket shop system started in 
a small way with a dozen accounts which 
the proprietor brought here from Pitts- 
burg. The business of this concern was 
so great it had to be divided into two 
sections, Northern and Southern—the 
latter headquarters being in a large city 
in Georgia, from which an immense 
stock and cotton business poured in over 
a private wire system costing $100,000 
a year in wire rentals alone. The aver- 
age earnings of this concern were well 
over a million dollars a year, but it 
“went broke” on a big bulge in cotton, 
when it seemed as if everybody in the 
South “loaded up” with cotton at the bot- 
tom and pyramided all the way up to 17 
cents. The records of this house showed 
almost invariably that when the public 
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was long of a certain stock, that .issue 
was bound to break, and when there was 
a large short interest, the stock was sure 
to go higher. For example, when Chi- 
cago, Burlington & Quincy went from 
130 to 200, the bucket shop traders kept 
selling it short all the way up. It never 
came down. Same with old Rock Island 
and some of the others. When U. S. 
Steel was floated, the immense public in- 
terest in the 40's and 50’s indicated a 
tremendous break in the stock, and the 
managers of the plant traded heavily on 
the break thus indicated. 

All of this shows that it is well not to 
follow the crowd; not to buy when 
everyone else is buying—rather when no 
one is buying; that the small margin 
trader is almost invariably a loser; that 
even when you make profits in a bucket 
shop you are by no means certain of get- 
ting them. 

There are a lot of other lessons to be 
drawn from this article by those who can 
read between the lines. 
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CHART SHOWING MARKET MOVEMENTS OF 41 RAILS AND INDUSTRIALS FOR 
MONTHS OF NOVEMBER AND DECEMBER, 1907, AND JANUARY, 
FEBRUARY AND MARCH, 1908. 

Thomas Gibson’s Figures—From his Market Letter of April 11, 1908. 

The straight lines show upward trend of prices from beginning to end of period; also from 
top to top and bottom to bottom. 

Mr. Gibson says :—It will be observed that the unfortunate individual who bought at the top: 
in December or January and held his position made money; that the man who bought at the 
bottom in November and sold at the bottom in February also made money, and that the man 
who bought at the beginning and sold at the end of the period made money. The opportuni- 
ties during this five-month period were good. There is no getting away from that. The whole 
matter hinges on the use of intelligent methods. But I can put my finger on dozens of in- 
stances where speculators have lost money on purchases in this period. The whole trouble lies 
in the everlasting get-rich-quick idea which induces a man to do something every day or 
every week. 
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Business Conditions 
The Relation of Bank Loans and Investments to Resources 


By Roger W. Babson* 


distinct lines of investigation are 
followed, namely : 
(a) The ratio of Loans to Re- 
sources, 

(b) The ratio of Loans and Invest- 

ments to Resources, 

(c) The ratio of Cash in banks to De- 

posits, 

(d) The ratio of Cash in banks to Re- 

sources. 

These are four distinct subjects which 
must be studied independently before 
making any deduction or attempting to 
forecast business conditions. There is, 
however, a close relationship between 
(a) and (b) as above given, also between 
(c) and (d), therefore, in order to save 
time and space we shall treat the first two 
in this paper and the second two in our 
next. We will state, however, that there 
is absolutely no relation between the first 
two and the second two, even though the 
subjects may appear to be similar. 

Bank Loans. Bank loans include all 
notes, discounts, over-drafts and all other 
forms of. so-called liquid assets. The 
original purpose of a bank was to re- 
ceive money on deposit and to loan the 
same to its depositors, with the under- 
standing that all deposits could be with- 
drawn at any time and that all loans 
could be called for payment. This is the 
fundamental principle of banking and 
the most ideal banks to-day are those 
whose methods approach thereto. 

All of the assets of such a bank, other 
than cash on hand, etc., should consist 
of loans that can be liquidated within 
six months or a year. The most careful 
banks usually limit their loans to six 
months; therefore under the heading of 
“Loans and Discounts” would come all 
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notes, etc., which are either payable on 
demand or mature within that period, or 
a year at the utmost. 

INVESTMENTs. In reality a bank is 
loaning money to a corporation whether 
it purchases its 50-year Debenture bond 
or its six months note. In either 
case the security is the same and the in- 
terest may be the same. To an investor, 
the 50 year bond (if properly secured) 
is, in most instances, a more practical 
purchase than the note, but with a bank 
this is not the case; banks which adhere 
strictly to the original principle of bank- 
ing refuse to purchase bonds at any 
price, although they may willingly ac- 
cept notes. Banks purchasing notes can 
list them in their statements, under the 
head of “Loans and Discounts” but banks 
purchasing bonds must list them under 
the head of “Investments.” 

The National Bank Law forbids Nat- 
ional banks to purchase improved real 
estate, except such as they occupy, be- 
cause real estate cannot be quickly sold 
In the opinion of many people, however, 
real estate is the safest form of invest- 
ment. Logically there is no more reason 
why a National Bank should purchase a 
50-year bond than improved real estate. 
Of course there are exceptions to all 
rules; we are stating the case in the 
most radical way possible in order to il- 
lustrate the theory. While the law does 
not forbid the purchasing of stocks 
bonds and other investments, the fact 
that it so strictly prohibits the buying of 
real estate and mortgages, proves that 
the spirit of the law is against all forms 
of permanent investment. 

All stocks, bonds and notes, which do 
not mature within six months come tech- 
nically under the head of “Investments.” 
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As there is no law which absolutely dis- 
tinguishes between “Loans” and “Invest- 
ments,” banks differ on this point, and 
many banks place, under the head of 
“Loans,” short-term notes which do not 
mature for two or three years. Tech- 
nically, such short-term notes should 
come under the head of “Investments.” 

Resources. The resources of a bank 
are the same as the resources of an indi- 
vidual or of a nation. The “Resources” 
of a bank include loans, discounts, notes, 
stocks, bonds, real estate and other prop- 
erty which the bank holds. In other 
words, when a bank makes a total ap- 
praisal of its assets, figured on a conser- 
vative basis, this figure represents the 
bank’s “Resources.” Of course this fig- 
ure is determined by no absolute rule. 

Different banks apply different rules. 
For instance, in placing a value of in- 
vestments, some banks use the prices at 
which they purchased, some use the par 
value, while others use the market value. 

Of course, the true valuation is the 
liquidating value, viz., the amount of 
cash that can, within six months be ob- 
tained from the given “Resources.” For 
this reason, the greater proportion of 
“Loans” to “Resources,” the more con- 
servative is the figure given for the “Re- 
sources,” and the smaller the proportion 
the less conservative is that figure. 

We believe that the above definitions 
in themselves are sufficient to convince 
the reader of the following: 

(1) THE BANKING SITUATION OF 
THE CountTRY Becomes More Criticav 
AS THE PROPORTION OF LOANS TO RE- 
SOURCES INCREASES, AND THAT IT Im- 
PROVES AS THE PROPORTION OF LOANS TO 
Resources DECREASES. 

If all the National Banks confined 
themselves to loans and discounts, mak- 
ing no permanent investments beyond 
the extent of their own capital, it would 
be a very easy matter to judge conditions 
according to the above rule. As practi- 
cally all banks are placing more and more 
funds in permanent investments, the item 
of “Investments” must be independently 
analyzed and the above rule supplement- 
ed by another as follows: 

(2) Wirn a Given Frxep Ratio or 
Loans To Resources, Conpitions BE- 
COME More CRITICAL AS THE PROPOR- 
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TION OF INVESTMENTS TO Resources IN- 
CREASES, AND CONDITIONS IMPROVE AS 
THE PROPORTION DECREASES, 

In other words, provided a constant 
relation exists between the funds loaned 
and the total resources, the general bank- 
ing situation is strengthened whenever 
a bank disposes of some long term bonds 
and re-invests the money in high-grade 
commercial paper ; likewise the situation 
is weakened whenever a bank purchases 
long-term bonds with money received 
from deposits or from the payment of 
high-grade commercial paper. For these 
reasons a business man or investor when 
studying these conditions should note 
two things: 

(1) Whether the proportion of 
“Loans” to “Resources” is increasing, 
decreasing or remaining fixed. 

(2 Whether the proportion of “In- 
vestments” to “Resources” is increasing, 
decreasing or remaining fixed. 

As stated in the beginning of this 
paper, the most careful students consider 
these items separately. We think that 
the average business man and investor, 
however, may be safe in combining the 
above two rules in the one general rule 
as follows: 

As THE Ratio oF “Loans AND IN- 
VESTMENTS COMBINED” TO “AGGREGATE 
Resources” INCREASES, THE BANKING 
Situation Becomes More CRritTICAL; AS 
1t DecREASES, THE SITUATION BECOMES 
IMPROVED. 

The following tables show the record 
of the National, State, Savings, Private 
Banks and Trust Companies of the 
United States, reporting to the Comp- 
troller between 1865 and 1906. 

A study of these tables is very in- 
teresting. To a careful observer they 
forecast every period of depression and 
every period of prosperity which this 
country has experienced since the Civil 
War. Of course these figures are useless 
in prophesying crises or panics which oc- 
cur as a result of sudden catastrophes, 
suchas earthquakes, wars, assassinations, 
etc., but they invariably forecast the 
large and normal swings. 

Our figures date back only to the Civil 
War. The National Bank system was 
established in 1863. Consequently this is 
the only period which gives satisfactory 
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Year Loans. Resources. 
1906 $9,£93,700,000 $18, 147,600,000 
1905 9,027,200,000 16,918,200,000 
1904 7,982,000,000 15, 198,800,000 
1903 7:7 38,900,000 14,303, 100,000 
1902 7, 189,000,000 1 3,363,900,000 
1goI 6,425,200,000 12,357,500,000 
1900 5,057,500,000 10,785,900,000 
1899 5,177,000,000 9,904,900,000 
1898 4,652,200,000 8,609,000,000 
1897 4,216,000,000 7,822, 100,000 
1896 4,251, 100,000 7,533,900,000 
1895 4,268,800,000 7,609,600,000 
1804 4,085,000,000 7,290,600,000 
1893 4,308,600,000 7,192,300,000 
1892 4,336,600,000 7,245,300,000 
1891 3,905,900,000 6,562, 100,000 
1890 3,842, 100,000 6,343,000,000 
1889 3,47 5,200,000 5,940,900,000 
1888 3,161, 100,000 5,470,400,000 
1887 2,944,900,000 5,203,700,000 
1886 2,456,700,000 4,521,500,000 
1885 2,272,300,000 4,426,900,000 
1884 2,260,700,000 4,221,300,000 
1883 2,233,600,000 4,208,000,000 
1882 2,050,000,000 4,031, 100,000 
1881 1,901,900,000 3,869, 100,000 
1880 1,662,100,000 3,399,000,000 
1879 1,507,400,000 3,212,600,000 
1878 1,561,200,000 3,080,600,000 
1877 1,720,900,000 3,204, 100,000 
1876 1,727, 100,000 3,183, 100,000 
1875 1,748, 100,000 3,204,600,000 
1874 1,564,500,000 2,890,400,000 
1873 1,439,900,000 2,7 31,300,000 
1872 871,500,000 1,770,800,000 
1871 789,400,000 1,730,600,000 
1870 719,300,000 1,510,700,000 
1869 686,300,000 I »564, 200,000 
1868 655,700,000 1,572,200,000 
1867 588,500,000 1,494,100,000 
1866 550,400,000 1,476,400,000 
1865 362,400,000 1,126,500,000 





data upon which to form a basis for any 
theory regarding the “Effect of banking 
conditions upon general business” and 
conversely the “Effect of business con- 
ditions upon the banking situation.” We 
add this latter clause, for while a strained 
condition of the banks causes a recession 
in general business; extréme activity in 
the latter has often resulted in a critical 
banking situation. 
been very active and the country has 
been abounding in prosperity for a series 
of years, bankers may confidently antici- 
pate strained and critical banking condi- 
tions, just as, when the banks have been 
‘overtaxed for a certain period we may 
look for a business reaction. 

The above figures show that after a 
period during which there was a more or 


When business has — 


Ratio of Loans Ratio of 

Loans to and Loans and 

Resources. Invest- Investments 

ments. to Resources. 
54.52 $13,967,200,000 76.96 
53.36 I 3,015, 100,000 76.91 
52.52 1 1,636,200,000 76.56 
54-11 I 1,139,000,000 77.87 
53.80 10,228,400,000 70.54 
52.00 9,246,400,000 74.82 
52-45 8,055,800,000 74-59 
52.27 7,350,600,000 74.26 

54.04 6,511,900,000 75: 
53.890 5,948, 300,000 76.04 
56.28 5,925,500,000 78.44 
56.09 5,834,000,000 76.06 
56.03 5,530,300,000 75.85 
60.74 5,722,700,000 79.56 
59.85 5,606,000,000 77-37 
60.44 5,008,400,000 76.32 
60.57 5,000, 100,000 78.83 
58.49 4,587, 100,000 77-21 
57-78 4,273,200,000 78.11 
56.59 3,944,800,000 75.80 
54-33 3,487,800,000 77-13 
51.33 3,224,300,000 72.83 
53-55 3,291, 100,000 77: 

53.08 3,084,800,000 73-31 
50.86 3,099,400,000 76.88 
49.16 2,902,800,000 75.02 
48.90 2, 562,700,000 73.39 
46.92 2,539,300,000 79.04 
50.68 2,427,100,000 78.78 
53.68 2,562,100,000 79.96 
53-94 2,534,400,000 79.62 
54-55 2,541,200,000 79.29 
54.13 2,287,700,000 79.15 
52.71 2,153,100,000 78.83 
49.21 1,302,700,000 73-57 
45.61 1,209,300,000 69.88 
47.61 1,1 25,400,000 74.49 
43-94 I, 100,900,000 70.38 
41.70 1,096,200,000 60.73 
39.38 1,031,600,000 _ 69.04 
37.27 1,015,600,000 68.79 
32.17 766,700,000 68.06 





less rapid increase in the ratio of “Loans 
and Investments” to “Resources,” there 
followed invariably a period of depres- 
sion until the ratio was reduced to a nor- 
mal point. From 1887 to 1897 the 
“Loans and Discounts” increased only 
43% and the “Investments” 73% against 
an increase in aggregate resources of 
50%. This was a normal and-healthy 
increase ; all observers were sure that the 
country was preparing for a period of 
marked prosperity. Between 1897 and 
1907, however, “Loans and Discounts” 
increased 236% and “Investments” 307% 
against an increase in “Resources” of 
248%. Asa result of these figures, the 
large banking houses who carefully 
study all Fundamental Statistics were 
certain that a panic was close at hand; 
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that a period of depression was absolute- 
ly necessary to a return to a healthy and 
normal banking situation. 

During the period between 1887 and 
1897 the aggregate “Resources” showed 
an increase of 50%, even though the 
market value of securities continually de- 
creased. In the ten years from 1897 to 
1907 this increase in aggregate “Re- 
sources” was largely due to inflated 
prices, hence an increase in the market 
value of securities held—possibly not at 
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vestor that at least a transitory period 
from prosperity to depression was at 
hand. 

Referring to-earlier years we see that 
in 1873 the ratio of “Loans” to “Re- 
sources” first exceeded 50% and in fact 
reached a ratio of 52.72%. Consequent- 
ly a panic occurred in the spring of that 
year, although the ratio of “Loans” to 
“Resources” continued to increase to 
54.13% and 54.55% in 1874 and 1875 
respectively. The subsequent prolonged 





Chart showin; 


1898, 1896 (Bryan Panic), and 1903 were accurately forecasted. 


all to the increase in the number of se- 
curities held. 

These changes, it is true, have been 
irregular, rather than constant, and have 
caused varying conditions of strength 
and weakness in the banking situation. 
The figures plainly indicated that in 1906 
the banks were in a very weak condition, 
their investments being greatly over- 
extended and, if deposits were with- 
drawn, failure must ensue. The above 
figures would of course be changed some- 
what if statistics of large trust com- 
panies and large private banking houses 
as J. P. Morgan & Co., Kuhn, Loeb & 
Co., and others were included, but they 
‘are sufficient to show the average in- 


ratio of Loans and Investments to Resources. The goatee of 1873, 1884, 1890 (Barin 
Pull figures for 1907 are not available. The 
ratio for that year is estimated at 77.25. Results of the upward trend were shown in the panic of last November. 


Panic), 


depression was probably due to this in- 
crease. Moreover, this item remained 
practically unchanged until 1879 when 
liquidation was completed. “Loans and 
Discounts” which, in 1873, were $1,439,- 
go0,000, reached $1,748,100,060 in 1875, 
and were reduced in 1879 to $1,507,400,- 
000. This condition of’ the-banks en- 
abled them to loan money at low rates of 
interest ; thus legitimate enterprises were 
accommodated and business increased 
marvelously from 1879 to 1883. 

During this period, however, loans had 
again rapidly advanced (as is shown by 
the table) and remained practically fixed 
between 1883 and 1885. In 1884 a sharp 
panic occurred which might - readily 
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have been anticipated. Although this 
panic was short in comparison to the 
panic of 1873, yet its effect was felt 
throughout the United States. At this 
period, however, the banks were very 
fortunate in being able to reduce quickly 
their ratio of “Loans and Investments” 
to “Resources” and the ratio which stood 
at 77.96 in 1884 was reduced to 72.83 in 
1885. Consequently business again be- 
came active, mills resumed operation and 
railroad earnings increased. 

In 1886 the new period of prosperity 
with advancing prices was in full swing. 
This continued without any marked 
change until 1890. During the early 
“nineties” “Loans” reached a very high 
proportion or 60.57%. However, large 
crops in this country, with small crops 
abroad helped to postpone trouble for a 
time, but a period of depression came in 
1893 when the ratio of “Loans” to “Re- 
sources” was even higher than in 1890, 
namely : 60.74%. All business men and 
investors who studied these figures, 
might have been absolutely sure tnat a 
panic would ensue. Wise manufactur- 
ers reduced their stock of goods and 
far-seeing investors sold their securities. 

Another panic came in 1903 which, al- 
though short, was certainly severe. Rail- 
road earnings decreased, mills shut 
down, many men were thrown out of em- 
ployment and money rates were very 
high. Again the Western farmer came 
to the rescue of the country, and, ow- 
ing to our bountiful crops and strong 
underlying conditions, mills resumed and 
business picked up. This continued un- 
til 1907. 

During these years, however, there 
was no real improvement in the banking 
situation excepting for a very short time. 
Money was temporarily very cheap in 
1904, but it did not continue so during 
the following years. Banking condi- 
tions became worse and worse until stu- 
dents of the situation were confident that 
the improvement from 1904 to 1907 was 
simply temporary—that a period of de- 
pression must ensue if the banks were to 
again become permanently sound. 

Now this paper may seem dry and un- 
interesting to the ordinary investor and 
business man, but the importance of the 
subject cannot be over-estimated. Any 


manufacturer who will carefully study 
these banking figures (in connection, of 
course, with the succeeding items) can 
absolutely insure himself against being 
overstocked at high prices, when the 
country is about to enter a period of de- 
pression. Moreover, he can tell when it 
is best to stock up with raw material at 
low prices previous to a period of expan- 
sion. The same is true of the business 
man who will carefully study Fundamen- 
tal Statistics. Not only do such figures 
show when it is best to buy and sell, but 
when it is safe to borrow money and ex- 
tend credit ; when to pay up all outstand- 
ing indebtedness and see that his custom- 
ers pay up. There is no need for a mer- 
chant or manufacturer to be caught over- 
stocked and with much paper outstand- 
ing, if he will give a careful study to 
Fundamental Statistics. Some students 
even go so far as to say that a merchant 
may insure himself against failure by a 
thorough understanding and knowledge 
of this subject. 

The great value of this data to the in- 
vestor is self-evident. When the ratio of 
“Loans and Investments” to “Resources” 
is abnormally high: when the country is 
abounding in prosperity and securities 
are selling at high prices, the wise inves- 
tor sells his securities and places his 
money on deposit in strong banks. On 
the other hand, when the ratio of “Loans 
and Investments” to “Resources” is low; 
when business is dull and mills are shut 
down; when his general knowledge of 
the situation indicates that underlying 
conditions are sound and healthy, then 
the wise investor will withdraw his 
money from the banks, purchase high- 
grade stocks and bonds and hold them 
until business again becomes active. 

Such investors double or treble their 
money every few years without the 
slightest risk and by purchasing only 
the safest and most conservative securi- 
ties. Although the figures you have 
studied will of course be aggregate fig- 
ures of all of the banks, yet they are 
of service in comparing the condition of 
two or more banks. A careful investor 
or business man selects for his deposi- 
tory a bank whose ratio of “Loans” to 
“Resources” is comparatively small. Es- 
pecially does he avoid banks with large 











TICKER TALK. 29 


“Investment” accounts, for such banks 
have departed from the true function of 
banking. This, however, we will discuss 


more fully in the next paper, which 
treats of the relation of Cash to De- 
posits and Aggregate Resources. 


(To be Continued in the June Ticker.) 








By The 


has made several fortunes in the 

market, starting with a very 

small capital. He is a very nervy 
fellow, yet to all appearance as calm and 
placid as a mountain lake. His trading 
is done at the ticker, and he is an ex- 
pert at interpreting market movements 
from what he sees on the little paper rib- 
bon. Generally speaking, he may be 
considered a type of the cool-headed 
speculator who operates on his own judg- 
ment, and has the nerve to play heavily 
when the market favors him. 

During the Leiter deal in wheat, he 
was short all the way up, but was obliged 
to close out his line a day before the big 
break came, simply because he lacked a 
little money. Had he been able to carry 
his shares over night the collapse would 
have netted him a handsome fortune. As 
it was, when the account was finally ren- 
dered it showed nothing but a shoestring 
—$200—to his credit. 

With this small capital he started 
again, made a 5-point profit on his first 
venture, traded in larger lots, and before 
long, found himself swinging 500 and 
1,000 shares at a clip. He piled up over 
one hundred thousand dollars by a series 
of successful operations. 

I asked him the question: “What class 
of traders, in your opinion, are most uni- 
formly successful ?” 


T other day I met a trader who 











Scalper 


“The tape readers,” was his prompt 


reply. “The men who act on what they 
see there—(pointing to the tape), who 
scrutinize the market in a cold-blooded 
way, and do not try to make excuses nor 
explain things to their own satisfaction. 
The ticker is the only thing in Wall 
Street that never lies. You may get a tip 
from a manipulator, which may be good, 
and the giver may be sincere, but if you 
buy a stock on his say-so, and it declines, 
you will make excuses for the decline— 
say to yourself, it is merely a part of the 
manipulation, etc. This often leads to 
the taking of a large loss. The man who 
cuts his losses short, listens to nobody. 
and reads nothing but the tape, is the fel- 
low who get the best results.” 

“T used to trade on such a plan,” said 
a party who happened to overhear the 
conversation, “but found that while I 
never hesitated to take a loss, I had not 
the patience to let my profits run. As 
soon as my stock got a little above pur- 
chase price, I would raise my stop order 
so it would cover cost and commissions. 
This did not leave room for fluctuations, 
and in the majority of cases I was 
stopped out. I have found the same 
trouble with most people who trade on 
this method. In theory it is best to let 
your stock get well away from the stop 
price before raising it. Personally I 
have not the patience to stand by ond let 
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my profits run. I can trade in the mar- 
et year in and year out, and neither make 
money nor lose it; so, as far as I am 
concerned I might just as well play 
hearts for toothpicks—it is less wearing 
and can be done at home evenings. If 
I were blessed with as much patience in 
letting profits run, as I am with decision 
when it comes to cutting losses short, I 
would be a rich man to-day.” 


“What's the best way for me to 
trade?” asked an out-of-town client of a 
Stock Exchange house. “I have no time 
to hang over the tape and cannot watch 
things closely ; what is your idea?” 

“ll tell you my ideal from which 
you may catch an idea,” was the reply. 
“My ideal of a man in your position is 
one who figures out the earning power 
of a railroad, finds it is earning 10% on 
par, paying dividends of 6%; that the 
actual earnings applicable to dividends 
are equal to from 18 to 20% on its 
market price; that its present quotation 
is within five points of its lowest in 
years ; and that it has sold 40 or 50 points 
above this price when it was not earn- 
ing so much. He knows that it is only 
a question of time when this price will 
adjust itself to value; that a money panic 
or some other temporary disturbance 
cannot, in the long run, affect its earning 
power. 

“Such a man who makes his purchase 
on a 50% margin or pays for his stock 
outright, departs from the “Street” and 
attends to his business, is in a fair way 
to make money. He does not read mis- 
leading newspaper reports, nor listen to 
hysterical people who are trying to in- 
duce him to do the wrong thing. He 
goes calmly about his way until things 
are booming again and his stock is up 
to a point where the net return on the 
investment is less than that on the first 
mortgage bonds of the same road. It 
may be six mohths, a year, or two or 
three years, but he bides his time, gets 
good interest on his investment, and 
eventually makes from 50 to 100% on 
his principal. This is the kind of a 
trader or investor (call him what you 
will): who takes money out of Wall 
Stret, and becomes a coupon clipper.” 


The Ticker, last month,. had some- 
thing to say on the use -of: one’s.own 
think-tank in preference to .the -gray 
matter gratuitously distributed by 
pseudo-philanthropists who inhabit the 
financial district. Now, let us carry the 
idea just a little farther and note how ut- 
terly at sea a man becomes when he is 
trading. on some other -fellow’s judg- 
ment. Imagine yourself-in the position 
of one who has bought 100 Amalga- 
mated Copper on a tip from a friend of 
a friend of a friend of Rogers. We will 
say that the stock has just had a 15 
point bilge, and the tip is dealt out to 
your willing ear when the market quota- 
tion is 62. The friend who imparts the 
tip is. a well-meaning sort of person, 
thoroughly sincere, wants to do you a 
good turn, and is sure of his informa- 
tion—absolutely certain, 

You buy the stock, having every con- 
fidence in the source, and feeling sure 
that you will make money on the trade. 
Amalgamated lags, and shortly backs up 
to 603%. 

“Only a little 
quize. 

The stock, -however, continues weak. 
After it has broken sharply three or 
four points, you call your friend on the 
‘phone and inquire, “What’s the matter 
with Amalgamated ?” 

He replies, “It’s all right; the infor- 
mation is dead sure; hang on to it.” 

You do hang on—against your own 
judgment, for the market looks weak 
and you are sorely tempted to sell» You 
swear under your breath that you will 
do so the first time you can see daylight. 
You do not see daylight, and ‘after one 
or two more disheartening breaks and 
further (gradual weakening) advices 
from your friend, you part with your 
stock at a loss. 

No one who has spent more than an 
hour and a half in Wall Street need be 
told that tips are most prevalent when 
stocks are being distributed. When ac- 
cumulation is going on you never hear 
a word about deals, melons, future divi- 
dends, and the like; but when insiders 
want you to buy, you can depend upon 
their showing you all the fine points of 


the goods. 
Even supposing that Mr--Rogers had 


reaction,” you solilo- 
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given out the tip to buy Amalgamated, 
and the information had sifted through 
three or four pairs of ears, enlarging 
and being exaggerated as it traveled,one 
would hardly suppose that in the event 
of a change in plans, Mr. Rogers would 
pass the word along the same line, so it 
would surely reach you. 

This is the one thing certain about 
tips: They always tell you when to “get 
on” but they never tell you when to “get 
off.” “Where do I get off?” is a very 
pertinent question in matters pertaining 
to speculation. 

The man who is trading on another 
man’s brains is up in the air when a deal 
goes. wrong, and nine times in ten it will 
go wrong. In accepting a tip, you prac- 
tically give a receipt reading as follows: 


“T hereby accept your tip and agree 
to trade upon it with the distinct 
understanding that the chances are 
probably 95% against my making a 
cent on the deal.” 


Whether you sign yourself “Woolly 
Lamb” or “Hardened Habitué” the re- 
sult is usually the same. The funny 
part of it is that the longer some people 
stay at the ticker, the more gullible they 
become. Their.own past performances 
cut little ice as a guide to the future. 


Since printing the article on “Inside 
Information” in the March TicKeER, we 
note the following announcement in the 
Sunday Herald over the signature of a 
well advertised tipster. 


“I have found out by experience that to fur- 
nish daily advices for a given price per year 


or month is unsatisfactory. I have therefore 
decided to do so GRATIS, for the satisfac- 
tion of being right, and to give to those who 
so desire it my information whenever and as 
it comes to me, be it once a week or a month 
or in three months, and only if I think it is 
worth while to follow. To all those who ma 

desire this information I shall furnish suc 

advices by letter or COLLECT telegram, if 
the reader may require. Those who desire to 
benefit thereby I ask to send me their mail and 
telegraph addresses when they feel so in- 
clined, which I firmly believe may lead to mu- 
tual profit and advantage at many critical in- 
tervals during the next two eventful years of 
unparalleled prosperity that I expect.” 


Wonder if he’s looking for discretion- 
ary accounts? 


A while ago one of our well-meaning 
friends remarked that he did not see 
how the Ticker could be made a success 
unless it took a very bullish stand on 
B. R. T. We could not quite make out 
how our prosperity was so closely allied 
to “Trolley,” but the ghost of his re- 
mark keeps bobbing up at intervals. 

A few days ago another enthusiast, 
who had evidently just returned from an 
exhilarating trolley ride in Brooklyn, 
blew into the office and told us practic- 
ally the same thing. We asked him 
whether he was not “long” some ten 
shares on his own account. There 
seemed no reason for growing pop-eyed 
over B. R. T. at that particular mo- 
ment. He insisted upon it that, “with 
three or four bridges and several tun- 
nels, Brooklyn is bound to grow more 
rapidly than any other section in Greater 
New York. Therefore,” he argued, 
“B. R. T. is a cinch purchase.” 

“Pardon me if I disagree,” said 
Shearson Pastepot. “If you buy B. R. 
T. you become a partner in the enter- 
prise. Now if that part of town is go- 
ing to expand so rapidly, B. R. T. must 
spend its money in providing additional 
lines, and increasing and enlarging its 
present facilities. A company that is 
constantly raising mew capital and 
spreading out is unlikely to pay divi- 
dends. Until B. R. T. pays dividends the 
stock cannot be considered more than a 
speculation. 

If the city could possibly stop growing 
just at this moment, and one could be 
guaranteed that it would not enlarge in 
the future, he would be more justified in 
buying the stock. A genuine and legiti- 
mate rise in B. R. T. should take place 
when it is about to pay dividends, and its 
heavy capital expenditures are about 
ended. 

“Apply this principle to your own 
business. You are a printer. Have you 
ever made any money during periods 
when you were obliged to make large 
expenditures for new presses, type and 
other equipment? And if your business 
should continue to grow and expand so 
rapidly that you had to hustle to pay 
your bills, is it likely that you could 
spend much money buying champagne 
for chorus girls? 
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“On the other hand, if your business 
continued about the same in volume and 
character throughout a series of years, 
would you not in various ways be able 
to economize and thus increase your 
profits ? 

“Guess you're right,” said he. 

“Well, B. R. T. is in the same position. 
Just as fast as the company can unload 
bonds it extends its tracks, buys new 
cars, erects additional power stations, 
etc. No matter what the statements 
show, I cannot see how the corporation 
can make money while the town grows 
at its present enormous rate. 

“Furthermore it is an established fact 
that New York people do not pay five 
cents carfare, but only about 3.17 cents. 
The latter figure represents the net aver- 
age receipts per ride. In other words, 
the free transfer system eats up all the 
profits. Another important factor is the 
item of damage suits, for which millions 
of dollars are paid out every year. Each 
mile of new track means a further in- 
crease in the number of accidents. 

“With the Public Service Commission 
licking the Company into line; the poli- 
ticians in Albany and New York squeez- 
ing it at every opportunity ; with conduc- 
tors knocking down fares, motormen 
killing people, and a large percentage of 
passengers riding for nothing, I cannot 
see where the stockholders come in, for 
the present. 

“Now I am telling you this, not to 
force my opinions upon you, but merely 
as an illustration of how you and other 
people rush into investments and specu- 
lations on half-formed judgment—with- 
out looking at the other side of the ques- 
tion.” 


“I saw your article on ‘Bankrupt 


Stocks,’” said a_ well-known. broker, 
“and it reminded me of a whole lot of 
good money that I have made in the past 
on just such operations as you suggest. 
I remember buying the old Oregon Rail- 
way and Navigation stock at $1 a share, 
at a time when it looked as if there 
would be an assessment. It seemed cer- 
tain that the stock would be wiped out. 
No assessment was called, however, and 
I eventually sold it at $10 a share. This 
is about the equivalent of buying Read- 


ing at par and selling it at $1,000. Had 
I held onto my original purchase, I 
might have exchanged it, share for share, 
for Union Pacific Common, which is 
now paying $10 per share dividends per 
year, and selling at 125 times my orig- 
inal cost. 

“There are lots of just such cases 
where, if a man has his eyes open, he 
can pick up, at bargain-counter prices, 
securities which will eventually be valu- 
able. Ridiculously low prices are often 
made simply because holders must have 
the money, or are frightened for fear all 
value will disappear. 

“We made very good money buying 
Lake Superior Consolidated, preferred, 
at 1%. We paid an assessment of $3 a 
share and sold out at 16—nearly 400% 
profit. We bought American Bicycle at 
¥% and sold it within three days at $3 a 
share—2400% profit. The old Union Pa- 
cific, Denver & Gulf is another case; it 
sold around $1 or $2 a share and was 
reorganized into the Colorado Southern. 
Union Pacific sold at about $2 and has 
since sold at nearly $200. In fact, if 
one goes back twenty-five years there 
is hardly a case wherein he would not 
have made money in the long run if he 
bought these bankrupt stocks. 

“Just now I am picking up the stock 
of a corporation which offers another 
one of these remarkable opportunities. 
The concern stands in probably the most 
unique position of any company within 
my knowledge for this reason: It has a 
claim against a certain immense corpora- 
tion which, in the opinion of the very 
highest legal authorities, is absolutely 
indisputable. In fact, the obligation is 
admitted by the debtor and negotiations 
are already under way for a settlement. 
This will net the company not less than 
$200 per share on its stock, and perhaps 
as high as $300 per share. Nothing on 
earth can prevent a satisfactory settle- 
ment within a very short time, and the 
stock will immediately have a market 
value of from $200 to $300 a share; yet 
because a few people actually need the 
money, and cannot wait for it, I am able 
to pick up a few shares around $20. 

“Deals such as the above, where you 
risk but little money and run a chance 
of taking many times your principal, are 
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the ones which appeal to me most. I 
prefer to buy a low priced stock, in 
which there is a possibility of the value 


being doubled many times, than to buy 
a stock around par with the idea of sell- 
ing at TIO. 


Haps and Mishaps of the Margin 
Trader 


By One of ‘Em 


vided into two distinct classes, 
legitimate and illegitimate. 
The first is that in which a 
trader, having made up his mind, as a 
result of close study of conditions, that 
the price of a certain stock in the mar- 
ket is either too high or too low, gives 
an order to his brokers to buy. Having 
protected his commitment with the re- 
quired margin, he awaits the outcome 
of his judgment in the same way as he 
would in any other business transaction. 
In many cases, he is able and stands 
ready to pay in full and take up the 
whole account, should circumstances 
arise to make such action desirable. To 
such a man the margin part of the trans- 
action is simply a convenience, enabling 
him to deal in larger amounts than he 
would otherwise handle, through inabil- 
ity to withdraw, perhaps, sufficient cap- 
tal from his regular business, or from 
disinclination to disturb his permanent 
investments. In other words, he buys 
or sells stocks on a margin in the same 
way that he would buy a costly resi- 
dence, by placing a mortgage upon it 
as part of the purchase money. 

On the other hand, illegitimate specu- 
lation is a gambling operation, pure and 
simple. In this case, the trader, who is 
usually an individual of limited means 
without further resources, and having 
no thought or care for intrinsic values, 
simply “bets his pile” on the future 


M “ites speculation may be di- 


movements of prices, as a faro player 
stakes his last dollar on the turn of a 
card. He takes his chances of winning 
or losing all, and, when his original mar- 
gin is exhausted, he finds himself down 
and out. This is the bucket-shop idea, 
and is used mainly by those whose 
standing or resources from a business 
view-point would debar them from the 
facilites of a reputable brokerage estab- 
lishment, in which the rules regarding 
margin accounts are usually more or 
less rigid. 

Each class furnishes many curious 
and interesting examples of the vicis- 
situdes of Fortune. Those that follow, 
culled at random from the recollections 
of one who has witnessed the game from 
“the inside” for over thirty years, may 
prove of service to the tyro in avoiding 
what have been most aptly termed “The 
Pitfalls of Speculation.” 

To paraphrase an old proverb, “A lit- 
tle margin is a dangerous thing.” In 
days of sudden and violent fluctuations, 
even a IO per cent. margin may be wiped 
out in a few moments, and a loss irre- 
parably made. 

During the October panic last year, a 
man in Boston had 100 shares of Union 
Pacific costing around 130, which he had 
margined and re-margined down to 110. 
When the price broke that figure and 
went to 106, he was called upon 
for more cash. He did not re- 
spond. When, in the quick slump occa- 
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sioned by a 200 per cent. money rate, the 
price dropped off a point at a time until 
it reached nearly par, the broker, to pro- 
tect his interest, hurriedly instructed his 
New York correspondent to place a stop 
loss order on the 100 shares at 100%. 
While in the very act of handing the 
message to the operator, the margin 
clerk rushed in with.a good-sized check, 
which had just been received. The cus- 
tomer explained that he had been out of 
town when the call for margin arrived. 
It was a close shave, but he saved his 
stock, and he still holds it with a good 
prospect of selling it at a profit. 

Another case showed less fortunate 
results. A certain speculator had just 
purchased a touring car and thought he 
would take a flyer in the market to re- 
imburse himself for the cost—about 
$5,000. It chanced to be at the time of 
the Heinze collapse. He called on his 
broker, with whom he had an open ac- 
count, told him to buy 500 shares of 
United Copper at the market price and 
place a stop loss order on it at five points 
decline. The stock was purchased at 40, 
and reported to him while he waited. As 
the market looked strong, he said he 
would come in the next morning and 
give instructions as to selling. Unfortu- 
nately, the following day he was detained 
at home by serious sickness in his family, 
which for the time being drove all 
thought of stocks from his head. When 
at last, near the close, he got into com- 
munication with his brokers, it was to 
learn that the price of United Copper, 
after scoring a quick advance to around 
60, had suddenly slumped upon the fail- 
ure to maintain the “corner,” and had 
sold down to 20, his stock of course hav- 
ing been closed out on his stop order 
at 35 on the way down. Had he been 
on the spot, he might easily have cleaned 
up about $10,000 on the deal. As it was 
he dropped $2,500 and commissions. 

Dame Fortune is a queer old creature. 
She favors the bold, to be sure; at the 
same time, she hates a hog. When, in 
the bestowal of her favors, the recipient 
of her bounty fails to discern that point 
at which healthy acquisitiveness turns 
into porcine greediness, he is apt to get 
a rap which brings him to earth again. 
Here is a case in point, 


During the copper boom of 1899, a 
financial writer on one of the daily news- 
papers did a favor for a prominent stock 
operator, who, to reciprocate the good 
turn, told him to buy all he could carry 
of a certain low-priced “copper” and hold 
it for a big advance. Accordingly the 
newspaper man, who (strange to say) 
had $500 on hand, bought 250 shares 
at $2 a share, and left it with his broker. 
The tip was a good one. The stock ad- 
vanced, and continued to advance until 
it reached the neighborhood of $20. 

With the 250 shares all paid for, and 
worth. $5,000, he purchased 500 shares 
more at this price on margin. Still the 
price appreciated and, under advice from 
his friend the operator, he continued to 
add to his line until he had a clear paper 
profit of $90,000. He had now “pyra- 
mided” to a point where a comparative- 
ly small decline would put all his gain in 
jeopardy. His brokers advised him to 
sell out and salt the profits away in solid 
investment stocks or bonds. But the 
newspaper man, whose income had never 
exceeded thirty or forty dollars a week, 
refused to heed this excellent advice, and 
declared he would take out $100,000 or 
nothing. 

Then came a sudden setback in the 
copper share market and this grasping 
individual was called upon for more 
margin. Being unable to respond, he 
was obliged to sell out on a weak and 
panicky market, with the result that his 
paper profits quickly vanished, and he 
found himself with but a meager rem- 
nant of the competency which might 
have been his. Now, instead of flying 
around in a touring car, as-he might 
have done, he walks when he can’t bor- 
row the necessary nickel. 

There is an old proverb which runs, 
“All’s. well that ends well,” and the fol- 
lowing incident proves its truth in one 
instance at least. Most of the large 
Stock Exchange houses furnish to their 
out-of-town customers a cipher code for 
use in sending dispatches over the public 
wires, thus insuring secrecy and a con- 
siderable saving in telegraph tolls.. Code 
messages, however, must be constructed 
with great care, if errors are to be avoid- 
ed. Last fall, a Boston house received 
the following dispatch from an old and 
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valued customer in Springfield, Mass. : 
“Beyond amass riddle crown senseless.” 
This being translated read: “Sell 500 
Union Pacific at market. Wire report 
and quote.” The order was at once exe- 
cuted and reported When the customer 
opened the dispatch and had translated 
as far as, “Sold 500 Union Pacific at 
110,” he jumped from his chair with a 
mighty oath, exclaiming: “Sold? I 
wired them to BUY not SELL!” Then 
struck with a sudden misgiving, he 
sought his code book and found that in 
sending the message he had used the 
wrong word; the brokers had followed 
instructions as received. It then oc- 
curred to his mind to translate the re- 
mainder of the message, and his relief 
may be imagined when he read, “Price 
now 105, market panicky.” Quickly de- 
ciding that he would take no more 
chances with the code, he rushed to the 
nearest long distance telephone, where 
having got into communication with his 
brokers, he told them to cover the 500 
shares at the market. A few minutes 


later, he was gladdened by the report that 


they had bought in the stock at an aver- 
age of 104, at which price the whole 
transaction netted him in the neighbor- 
hood of $2,800. The next day each 
member of the firm received a box of 
choice cigars with the compliments of 
the lucky customer, but it was not until 
the occasion of his next visit to town, 
that they learned the particulars of the 
mistake which resulted so happily for all 
concerned. 

The folly of trading with the bucket- 
shop type of brokers, is well illustrated 
below. 

Some years ago, a young and unduly 
optimistic member of a leading stock 
exchange, got to speculating too heavily 
on his personal account, lost nearly all 
his capitak was forced to dispose of his 
membership in the exchange and go into 
bankruptcy. When everything was set- 
tled, there remained about $1,000. The 
proprietor of a certain bucket shop, also 
a failei -former member of the Stock 
Exchange, induced the young speculator 
to come and trade with him. It was 
about the time that Atchison was emerg- 
ing from its long period of depression, 
and a’series of lucky coups and a course 


of pyramiding profits, soon put ‘the 
youthful plunger on the sunny side of 
“Easy Street” with over $20,000 in ac- 
cumulated profits. These he very fool- 
ishly let run, instead of converting them 
into cold coin of the realm. His confi- 
dence in the friendship of the bucket 
shop keeper was sadly misplaced. One 
day he resolved to ciose out everything, 
go to Chicago and start in business for 
himself. He asked for a settlement of 
his account and a check to balance. He 
was told that it would be made up at 
close of the day’s work, and sent, with 
the check, by mail. Next morning, upon 
opening the letter, he learned that the 
bucket shop had suspended payment, and 
that the only “check” in sight was a 
severe on to his ardor and trustfulness. 

A friend of the writer, who made a 
modest competency in speculation, never 
visited his broker’s office at all, but trans- 
acted all his business by correspondence 
from the quietude of his country home, 
far removed from stock market rumors 
and excitement.- His invariable method 
was to buy, once, or sometimes twice a 
year, 1,000 shares (never more nor less) 
of the stock of some railroad or indus- 
trial, which, by reason of existing fac- 
tors had declined to a price below what 
it was intrinsically worth, in his best 
judgment. In order to feel perfectly 
safe, he put up a margin of 30 per cent., 
and gave an order to sell, good till coun- 
termanded, at 20 points above cost, ex- 
clusive of interest, taxes and commis- 
sions. Having done this, he settled down 
to his quiet routine life and awaited de- 
velopments, never troubling his head 
about the ultimate outcome, or worrying 
if prices rose or fell. He always won 
out in the end, although at times the 
end was long in coming. Compare this 
method with that of the average trader 
who stands all day over the ticker, and 
buys or sells on tips and rumors, more or 
less untrustworthy. To do this month in 
and month out, means that a certain num- 
ber of losses must be taken which more 
often than not offset his successes, so 
that his profits at the end of a year sel- 
dom equal the $20,000 obtained by an in- 
telligent method such as is outlined in 
the above instance. 

As a rule, the successful operator is the 
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one who proceeds on lines based upon 
the clear-headed study of the property 
in which he invests his money, and not 
by the influences of the moment. 


Bear in mind the axiom: “It does not 
always follow that because you follow 
stock market prophets, that stock market 
profits will follow you.” 


Investment and Speculation 


speculation is more imaginary 

than real. Strictly speaking, in- 

vestment is a cash purchase 
where the bonds or stocks are paid for in 
full—speculation where they are bought 
on margin and held in trust by the 
broker, to be sold when the price ad- 
vances. The bulk of the dealings in 
stocks is speculative. 

The investor may have sufficient funds 
to purchase for cash the stocks he de- 
sires, but considers it better to invest 
only twenty per cent. of their value and 
allow his broker to furnish the remaining 
eighty per cent. necessary for their pur- 
chase. 


T': line between investment and 


The investor may not wish to tie up 
all his available funds at the time or he 
may wish to secure more stock than his 
available funds would pay for in full. 

The investor’s opportunities for profits 
are the same and the risk of loss is not 
increased, provided he does not over- 


trade—use too narrow a margin. The 
legitimate speculator is a business man 
who makes a study of business conditions 
in general and knows (or employs a 
broker who knows) the intrinsic value 
of the company whose bonds or stocks 
he buys on margin. He buys some par- 
ticular stock because he believes and has 
some tangible reason for his belief, that 
its price will advance, and when he sells 
the stock he has reason for his belief that 
the price will decline. He only makes 
transactions to an extent that will permit 
of his protecting his trades by sufficient 
margin to provide against the ordinary 
vicissitudes of the market. He even goes 
a step farther in his conservative meth- 
ods by putting in a “Stop Loss Order” 
at the point beyond which he does not 
care to risk a loss. 

The speculator who is thus conserva- 
tive and intelligent does not “go up like a 
rocket and come down like a stick”—he 


may not make a fortune but he 
husbands his resources for the opportune 
moment that comes sooner or later in 
every market movement. He exercises 
the same business foresight and practices 
similar conservative methods as does the 
merchant who places orders for mer- 
chandise or the manufacturer who buys 
raw materials for next season’s product. 

Merchants fail, manufacturers fail, 
speculators fail—but the real merchant, 
the real manufacturer and the real specu- 
lator are the distinctly successful men in 
their respective ventures. 

Ninety per cent. of the failures among 
merchants, manufacturers and specula- 
tors are caused by over buying. The mer- 
chant becomes too optimistic and loads 
his shelves or warehouses with too many 
goods in some particular line; to pay his 
expense bills and to purchase other need- 
ed lines of goods, he finds it necessary 
to make a loss on his purchases, and ulti- 
mately his credit is affected. This line of 
conduct, followed out to its extreme, 
spells Bankruptcy. 

The manufacturer is frequently too 
much enthused with the possibilities of a 
market for his product and puts so large 
a portion of his capital and credit into 
special machinery, buildings and labor 
that the least adverse turn of his affairs, 
jeopardizes his otherwise bright future 
and the sheriff's sign is tacked on the 
factory door. 

The speculator in Wall Street who is 
likewise imprudent in his ventures; buys 
a thousand shares of stock on a capital 
better suited to margin five hundred 
shares, or the ten share man who wants 
to stand in the hundred-share man’s 
shoes, may win out—some have—but the 
chances in his favor are no better than 
those hazarded by the over-optimistic 
merchant and manufacturer. He retires 
from Wall Street possible wiser, certain- 
ly poorer and probably sadder than 
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would have been his destiny had he em- 
ployed personal conservatism. 

It is an old axiom that a profit of a 
hundred dollars is better than a loss of 
a thousand dollars—better, not only in 
the mere dollars involved, but also in the 
effect on the temperament. It is also 


true that it is better to take a small loss 
to-day than to risk a much larger loss in 
the pursuit of a possible profit to-mor- 
row. The old saying: “He who fights 
and runs away, will live to fight another 
day”—is true of Wall Street specula- 
tion. 


The Problem Story-Prize Offer 


Opinions are still divided as to “Who Gets the Profits.” 


(See our Problem 


Story in Volume I.) In the first batch of solutions the finder and the owner of 


the bonds ran a close race. 


opinions favoring the brokerage house. 
that there is a law in N. Y. State which would so award the profits. 


Of late we have received a considerable number of 
In fact, one contestant states positively 


The oppor- 


tunity is still open to those who are familiar with Wall Street laws and customs 


and who have an opinion. 


This is our offer: For each of the five best letters 


(in one hundred words or less) we will present a year’s subscription to the 


TICKER, and a copy of the “Story of Erie.” 


The brokers were entitled to the profits 
because the young man deceived them 
and contributed neither experience nor 
capital in making the profits. 

The brokers supplied the capital and 
had no security against loss, for the 
bonds did not belong to the young man 
to pledge, but to Williams, from whom 
they had been stolen. 

Williams did not pledge his bonds and 
was no party to the wheat deal, and 
therefore was not entitlel to any profit, 
but was entitled to his bonds from who- 
ever might hold them. 

THOMAS TINSLEY. 


A broker accepting bonds as margin 
assumes the risk of their being negotia- 
ble. When posted on the tape they cease 


to be negotiable. The owner by prov- 
ing properly can reclaim and obtain them 
back. This eliminates the possibility 
of loss to the owner, who lost the bonds. 
Not having taken any chance of loss, he 
is not entitled to any profit. 

The broker holds his customer (find- 
er) liable. The finder has taken the risk. 
Whether the risk has been criminal or 
civil (loss of liberty or loss of money) 
does not enter. Ergo—the finder having 
taken all the risk is entitled to the profits. 

AARON Mayer. 


Some of the recent letters follow: 


A finder of property has good title as 
against all the world but the rightful 
owner ; the young man in the story had 
the right to hold or use the bonds subject 
to Williams’ rights in them. 

He evidenced his recognition of Wil- 
liams’ rights by his subsequent restitu- 
tion. Williams was entitled to recover 
from the finder his bonds or their value 
if the wheat speculation had resulted dis- 
astrously. 

The venture succeeded, the use of the 
bonds subject to Williams’ rights was 
lawful, Williams obtained all that he was 
entitled to recover, therefore, his claim 
against the profits is unfounded. 

Leopotp B. PoLvak. 


The brokers, Wyngate & Stoute, get 
the $4,262.50. 

Mr. Williams’ claim that his bonds 
were jeopardized is absolutely without 
foundation, considering that the brokers 
had the numbers and description—easily 
identified—and when found had to be 
returned to the owner. 

The speculator could have no claim 
because he had nothing to lose—no mar- 
gin. 

The brokers get the profits because 
their money was at stake and had there 
been a loss they would have had to stand 
it. W. H. Rosswe tt. 





THE TICKER. 


Points of View 


Referring to your article entitled 
“Why Not Investment Experts?” would 
say that I do not think any individual 
is able to make such a close study of any 
security or commodity as to be able to 
forecast its price fluctuations all the 
time. The best possible information 
you can get is through the broker who 
is interested in seeing his clients make 
money, realizing fully that their success 
means continued patronage and eventu- 
ally success for him. As a result of 
competition between houses, brokers and 
bond men, stimulating the closest search 
for the best and most reliable informa- 
tion, the chances of being misled rather 
than guided honestly and conscientiously 
are one to a hundred. I don’t see what 
would be gained by the investor from 
consulting such an expert, except that it 
be if he paid something for the privilege 
he would feel like taking more of the 
expert’s time. If a man has a lot of 
securities, he can prepare a list, or half 
a dozen lists, and hand them into the dif- 
ferent brokers or bond men. They will 
give him the best information that 
could be had. 

Yours very truly, 
STERRETT TATE. 
Carpenter, Baggot & Co. 


“Should clients follow their brokers’ 
advice?” seems to me a more impor- 
tant question than whether brokers 
should give advice. A man incapable 
of forming his own judgment of the 
market from a study of the facts and 
figures should not, I believe, attempt 
any speculation. To the man of inde- 
pendent judgment I believe a broker's 
advice may be of great value in bring- 
ing to his attention facts or figures he 
may not, of himself, have noticed. 

The value of a broker’s advice will 
be greatly increased if the client will 
make a systematic study of his broker’s 
temperament and of the accuracy of his 
forecasts. He will find it safer to buy 
when one broker notes “a strong un:er- 
tone” than upon the assurance of an- 
other that “the situation assures enor- 
mous profits to courageous bulls.” 


M. 


Abbreviated Wisdom 


Too many irons in the fire, some of 
them will cool. 


Columbus made the egg stand up be- 
cause he knew how. 


A man can do nothing till he believes 
he can do something. 


It isn’t the worst thing to fail; the 
worst thing is not to try. 


Genius is the ability to keep reaching 
for the persimmons. 





If you wish to be 
placed in touch with a 


responsible house, write 
the TICKER, stating 
whether you are contem- 
plating investment or spec” 
ulation: what amount you 
have for investment, or in 
what size lots you wish 
to deal. 

Also state what large 
city is located most con- 
veniently to you, or if 
you have any preference 
in this regard. 








INQUIRIES 


What do you wish to know about trading or investing in securities or commodities? 
Is it something regarding opening an account, margins, commissions, stop orders or other 


kinds of orders? 


In fact, is there any point in connection with the science, methods or customs of the vari- 
ous markets which you would like to have elucidated? 
If so, write us questions briefly and they will be answered in this column or otherwise. 


If personal reply desired, enclose stamped envelope. 


Address Inquiry Department. 


t 
E DO NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROB- 


ABLE MARKET MOVEMENTS. 


Q.—As I intend to live in Seattle, Wash., 


or vicinity, will you kindly inform me the 
best and safest way possible for me to buy 
or sell New York stocks while there? What 
I mean is, buying outright and taking certifi- 
cates in my possession, and when selling turn- 
ing over certificates again. 

Ans.—Your best plan is to open an account 
with a New York Stock Exchange firm in St. 
Paul or San Francisco. * * * * have a branch 
office in the latter city, and * * * * have their 
headquarters in St. Paul. We do not know 
of such a house in Seattle, but you may find 
one. Do not place your business with anyone 
but a New York Stock Exchange member if 
you wish the best kind of service and thor- 
ough responsibility. In case of trading with 
out-of-town firms your best plan is to keep 
a certain amount on deposit with them at all 
times. For instance, if you buy 100-share 
lots, keep $1,000 with them, so that when you 
decide to make a purchase you can wire the 
order and it will be executed immediately. 
This saves the delay incident to sending the 
order by mail with remittance; furthermore, 
by the latter method you cannot tell exactly 
what amount to remit. Under the plan we 
suggest you can remit the balance due upon 
receipt of the broker’s advice as to the price 
paid. The safest way is to pay for your 
stocks in full. This guarantees you against 
over-trading, which is probably the greatest 
cause of loss among stock market operators. 


Q.—In your Market ’Rithmetic you give the 
margin on cotton as $1 and $2 per bale. Will 
you kindly name a member of the New York 
Cotton Exchange who will accept orders on 
a $1 margin? 


Why is it that April, June, etc, are not 
traded in so actively as March, May and July; 

Ans.—The margin of $1 per bale on cotton 
mentioned in our Market ’Rithmetic refers 
only to very inactive markets. The usual 
margin is not less than $2 per bale, and in 
times of great activity as high as $5 per bale is 
required. In the present state of the market 
we cannot give you the name of any New 
York Cotton Exchange house which will ac- 
cept $1 per bale. We might say, that in trad- 
ing on such a small margin you are simply 
working against your own interests. One dol- 
lar per bale is equal to 20 points; deducting 
3 points for commission it leaves you but 17 
points when your trade is started. In a mar- 
ket fluctuating 20 to 40 points a day this is 
little or no protection. A word of advice: 
Do not try to trade on slim margins. In en- 
deavoring to induce your broker to accept 
“shoestring” protection you are simply hurt- 
ing your own chances. If you are dealing 
with a responsible house vour money is just as 
safe as it is in a bank. The small margin man 
almost invariably loses because such margins 
are no protection against the ordinary fluctua- 
tions of the market. We know of no special 
reason why Aoril, June, etc., are not as active 
months as March, Mav or July. Custom, 
more than anv other factor, seems to have 
brought this about. 


Q.—Can a table of wheat prices be ob- 
tained? 

Ans.—Montgomery Benton’s “Quotation 
Book on Grain” can be obtained from almost 
any Chicago Board of Trade house, 
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Q.—What advantage do I derive in sending 
my Chicago Great Western to the self-con- 
stituted committee ? 

Ans.—Read the article on “Stocks of Bank- 
rupt Corporations,” page 7 of the April 
TICKER. 


Q.—My stock being carried on margin, is it 
necessary to close my trade to obtain a nego- 
tiable receipt, or can my broker deposit my 
stock ? 

Ans.—Your broker will attend to this for 
you, and when the exchange has been made, 
you will be “long” the receipt instead of the 
old stock. 


Q.—Can you give me the names of the Rail- 
road Companies that emerged from a receiv- 
ership without being sold out or having stock 
assessed ? 

Ans.—We cannot at the moment recall the 
names of these corporations, but are very cer- 
tain that there have been numerous instances 
of this kind. 

Your other inquiries do not come within the 
scope of this Magazine. 


Q.—I have been trading on margin for some 
time past and am not satisfied with the execu- 
tion of my orders. 

If I give an order to buy or sell at the mar- 
ket I can always figure that somebody beats 
me out % to one point, and in figuring up my 
chances I find about 66 per cent. against me 
either way. For instance, I gave an order to 
sell 250 shares of Utah Copper at the market 
(when it stood at 29); the only sale that took 
place on that stock for the whole afternoon 
of that day was mine, and it sold at 28% 
Kindly put me right in this matter. 

Ans.—Read “The Running Expenses of a 
Trader’s Account” in the February number, 
and “The Execution of Orders” in the Janu- 
ary number. If these do not make the point 
entirely clear let us know. 


Q.—Is there any book published which gives 
the theoretical and practical side of the wheat 
market ? 

Ans.—Write to E. W. Wagner, 99 Board of 
Trade, Chicago, for free copy of his book, 
“Grain Speculation Not a Fine Art.” 


Q.—How can I open an account with a rep- 
utable house? 

Ans.—Simply send them your check or pre- 
sent it personally, request them to credit your 
account, and state that you expect to do some 
trading. 


Q.—In wheat speculation is it better to op- 
erate through a New York or Chicago broker ? 

Ans.—It is best to operate through a Chi- 
cago house or a New York house which has 
a membership on the Chicago Board of Trade 
and is connected with the grain center by pri- 
vate wire. 


Q.—Is an investor liable for more than the 
amount of margin put up? 


Ans.--On marginal transactions the broker 
simply executes orders for the account and 
risk of the client. The broker in making a 
purchase of 10,000 bushels of grain at $1 per 
bushel commits himself to the extent of $ro,- 
ooo. Whatever margin the client deposits with 
the broker is for the purpose of protecting the 
latter against loss. He is simply your agent 
in the matter. Suppose when you were mar- 
gined to 95, the market should break wide 
open, and the broker be forced to sell at, say, 
a he would look to you to make good his 
oss. 

We might say here that he who buys grain 
on margin is not an investor, but a specu- 
lator. In its true sense, investing in grain is 
buying it and paying for it in full. The grain 
in this case is stored away in a warehouse and 
a negotiable receipt given to the owner. 


Q.—Is it possible to operate in lots of less 
than 5,000 bushels? If so, what is the mini- 
mum? 

Ans.—1,000 bushels is the minimum on the 
Chicago Board of Trade. 


Q.—What amount of margin would you 
recommend ? 

Ans.—It all depends upon circumstances. 
Five cents a bushel would be ample margin in 
a quiet market, but where the fluctuations are 
wide and swings from 10 to 15 cents per 
bushel take place, you can readily see that a 
trade on a five-cent margin would be skating 
on thin ice. 


Q.—I was referred to a firm which, I was 
told, would buy stocks for me on the monthly 
payment plan. Upon inquiry they replied that 
they buy on a 15 per cent. margin. Does this 
mean that I am to deposit 15 per cent. and 
pay interest on the balance? Who gets the 
dividend while the broker is holding the 
stock? Could I sell before it was all paid 
for? Would a rise or fall of the market af- 
fect the balance to be paid? 

Ans.—We can hardly judge the circum- 
stances without seeing the correspondence be- 
tween you and the firm which offered to buy 
stocks for you on 15 per cent. margin. If you 
will forward this we shall be glad to explain. 
Recently certain firms not members of the 
New York Stock Exchange have offered to 
buy stocks on the installment plan, charging 
no interest, but depending upon a certain large 
commission to remunerate them for interest, 
etc. This was all fully explained on page 39 
of our January number. Ordinarily when buy- 
ing stocks on margin you pay the broker in- 
terest on the difference between the cost of 
your stock and the amount of margin you de- 
posit. Dividends are always credited to the 
party who is carrying the stock. The broker 
never gets them. When carrying stock on 
margin you are at liberty to sell at any time, 
whether it is paid for in full or not. The rise 
or fall of the market would not affect the bal- 
ance to be paid, if you eventually intend to pay 
for the stock in full, 
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Q.—I note your quotation from Mr. Hall’s 
book: “In June, 1904, when surplus deposits 
in New York were $75,000,000 (they after- 
ward rose to $110,500,000), when time loans 
were not higher than 3 per cent., and call 
money I to 1% per cent., the flag had already 
been waved for a start in a bull market. Every 
man could have read that sign for himself.” 

Last week similar rates obtained for call 
and time money, and the New York Tribune 
of March 3oth said that there was a surplus 
in the New York banks of $40,000,000. Does 
this look like a flag waving to you? Also 
kindly advise how I can find in the New York 
dailies the statement as to surplus. 

Ans.—The piling up of surplus reserves in the 
New York banks, combined with the low rate 
for call and time money, looks like the flag- 
wave as it must sooner or later lead to a tre- 
mendous investment demand. Individuals and 
institutions having large amounts on hand 
will in time pour them into the investment 
market. Here they can obtain from four to 
six per cent. The Saturday and Sunday pa- 
pers give surplus reserves of New York banks. 
In the New York Evening Post files you will 
find the figures of former periods. 


Q.—Will you kindly give me the address of 
Benton, who publishes the Railroad and In- 
dustrial Guide? 

Ans.—Benton’s Railroad Guide is published 
on the first of each month, and the /ndustrial 
Guide on the 15th of each month, by the C. 
Mont. Benton Company, 526 W. 28th street, 
New York. This company does not sell these 
direct to individuals, but it supplies brokerage 
houses throughout the country, who in turn, 
distribute them free among their clients. Prac- 
tically all first-class houses carry them, and if 
you will communicate with your own broker, 
or any first-class house in your locality, you 
will doubtless be supplied. 


Q.—What is your idea as to the best method 
of ascertaining the financial condition and 
prospects of companies listed on the New 
York Stock Exchange? 

Ans.—At the offices of the various com- 
panies you may obtain copies of the latest 
pamphlet reports. If you do not understand 
how to analyze these get a copy of “The 
Anatomy of a Railroad Report.” (See list of 
books on anotherspage.) Make comparisons 
of properties in the same line of business, or 
of roads running through the same territory, 
and handling the same character of traffic. 
Study the past as well as present earnings. 
(See Poor’s Manual.) Write for pamphlets 
such as those issued by Edward B. Smith & 
Co. on the Pennsylvania Railroad, N. W. Hal- 
sey & Co. on the “Financial Soundness of 
Great Railroads,” and other similar literature, 
mentioned elsewhere in this issue. Read the 
Wall Street Summary and the Wall Street 
Journal, both published in New York. Sam- 
ple copies free. 


Q.—Will you please tell me what the status 
of a curb broker is, and what is necessary to 
qualify? 

2.—Are curb quotations based on New York 
Stock Exchange prices? 

Ans.—In order to qualify as a curb broker a 
person must be known among the other brok- 
ers doing business in that market, or induce 
some of the well-known curb brokers to stand 
sponsor for him. He must have responsibility 
and a good record in order to do business 
there, for curb transactions are made by word 
of mouth, just’as upon the Stock Exchange, 
being largely a question of honor between 
brokers. Curb brokers not thoroughly estab- 
lished are required to “give up” a New York 
Stock Exchange house or a well-known curb 
house. The firms thus “given up” thereby be- 
come principals in the transactions. 

2.—Stocks traded in on the curb are entire- 
ly different from those listed on the New 
York Stock Exchange. Prices of curb stocks 
are often sympathetically affected by an ad- 
vance or decline on the Exchange. 


Q.—Is there any way in which I can get a 
detailed account of the daily sales in cotton 
on the style of the stock transactions reported 
in the Evening Sun? 

How are the cotton quotations which appear 
on the ticker secured from the floor of the 
Exchange? Are they accurate and complete? 

Ans.—The New York Commercial prints 
the individual cotton transactions daily. 

Cotton quotations are obtained by reporters 
who stand in the cotton pit and note each 
transaction as it is made. These are reported 
by telegraph from the floor to ticker head- 
quarters. They are accurate and complete. 


Q.—Will you please give me a list of litera- 
ture such as in your judgment would be neces- 
sary for me to read in order to attain success 
in operating with small capital and buying 
outright? 

Ans.—The best books on this subject are: 

Investments—What and When to Buy. 

How Money is Made in Security Invest- 
ments. 

A, B, C of Stock Speculation. 

Pitfalls of Speculation. 

Cycles of Speculation. 

Work of Wall Street. 

Money and Investments. 

Anatomy of a Railroad Report. 


Cc. A. N.—If you have filed one dividend 
order with a company, all subsequent lots of 
stock which you may have transferred to your 
name are covered thereby. In the case of St. 
Paul, if the company did not send you a divi- 
dend order to sign, you had better write them, 
requesting it, as such an order should be 
signed and filed by you with each company in 
which you become a stockholder. This should 
be done upon making your initial purchase. It 
is customary for the companies to furnish 
blanks for the purpose. These are usually sent 
with the stock certificate. 
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Q.—I note that Northern Pacific “full paid” 
stock sells about 16 points higher than the 
“50 per cent. paid” certificates of the same 
issue. Referring to your article on “Arbitrag- 
ing” in one of the previous numbers, would it 
not be possible for me to go short of the full 
paid stock and long of the other, thus realiz- 
ing a —_ at the time my payments are com- 
pleted j 

Ans.—There is an apparent but question- 
able profit in this arbitrage, but we do not 
consider it sure enough to recommend the op- 
eration. The joker is contained in the com- 
pany’s circular dated December 12th, 1906, 
which says: “Subscribers to the new stock 
shall not be entitled to any extra dividend 
which may be declared on the old stock.” Such 
extra dividend may or may not be declared. 
If it should be and the amount was 20 per 
cent., you can readily see there would be a 
thousand dollars loss in the transaction. If 
no dividends were declared you would make 
about this amount. We should prefer not to 
engage in stich uncertain speculation. 


Q.—If I am trading on a 10-point margin 
and my stock declines, is the broker supposed 
to call upon me for more margin, or will he 
carry the stock until there has been an 8 or 
9-point decline before requiring additional 
funds? 

Ans.—When your margin gets below 7 or 8 
points, you may look for a margin call. 
brokerage house which conducts its business 
properly expects the initial margin to be kept 
good at all times. 


: a it be better for a novice to deal 
in May, July or September wheat? 

_Ans.—There is no advantage in any par- 
ticular month. These months simply repre- 
sent the time when the various contracts ma- 


ture. If you are speculating, it is best to deal 
in the most active months such as the above. 


Q.—Kindly explain what is meant by “stocks 
bought with accrued dividends,” and oblige. 

Ans.—The majority of stocks are bought at 
a “flat” price; that is, without interest. As a 
rule guaranteed stocks, such as Rome, Water- 
town and Ogdensburg, Cleveland and Pitts- 
burg, and others on which the dividend is 
guaranteed by large systems, are sold with ac- 
crued interest. This means, if the last divi- 
dend on the stock was paid February 1st and 
the buyer made his purchase on February 20th 
he would pay, in addition to his purchase 
price, accrued interest for nineteen days, at a 
i interest corresponding with the divi- 

en 


Q.—Please advise if I am entitled to the 
last dividend on Amalgamated Copper on the 
following deal: 

On January 21 I bought outright 25 shares 
which were held by my broker until February 
& when the certificate was transferred to me 


as I seemed to be in wrong. I held the stock 
until a week or so ago, and in the meantime 
a dividend of 50 cents per share was distrib- 
uted. My broker has ignored two interroga- 
tions on the subject and I wish to be sure of 
my ground before going after him again. 

Ans.—If you bought the stock on January 
21st you are entitled to the dividend, as the 
books did not close until January 23d. It is 
your broker’s business to collect this divi- 
dend, and credit your account. You certainly 
have a claim on kim for the amount. If you 
will deal only with members of the New York 
Stock Exchange, or other exchanges of equal 
standing, you will have no trouble regarding 
such matters. 


A subscriber writes: 

I have left the market for the time being, 
as I think it will pay me better just now to 
keep closer company with the Ticker until I 
learn how and when to trade. 

In figuring up my account for the month, I 
find my broker has earned from my account 
about $560 in commissions, while I have profit- 
ed about $350 less the interest and other small 
charges. I am not finding fault about the 
broker’s profits as compared with mine; per- 
haps when his expenses are paid from his 
profits he may show less net profit than I. I 
never put in such a month in all my life—such 
anxiety and brain bumps I never felt before. 
I fully believe I stirred up hereditary secre- 
tions of dormant fluid which lubricated some 
of my ancestors’ craniums centuries ago; in 
fact, I longed for a loss on the last trans- 
action, believing it would afford relief to my 
nerves. It did. 

I consider myself very fortunate in having 
the good luck to be a subscriber to your in- 
valuable Magazine. The knowledge it im- 
parts regarding all kinds of investments, and 
the wise and conservative methods advised as 
employed by successful operators, guides the 
unwary and causes them to reflect, cool off 
and get wise. 


There are Bankers and * Bankers.” 
The TICKER knows which is which. 


Cold feet often get into hot water. 
It takes a good guesser to be a prophet. 
“Almost but didn’t” is the worst dog 


in the pack. 


Blessed is the man who does not belly- 
ache, 


Our doubts are traitors and make us 
lose the good we oft might win, by 
fearing to attempt. 


















































Financial Publications 


Comments on Books Relating to the Markets 


Steven’s Copper Hanp Boox. Volume VII 
of this valuable manual of the copper industry 
has recently been issued. The table of con- 
tents comprises: A History of Copper—Geol- 
olgy of Copper—Chemistry and Mineralogy of 
Copper—Mining of Copper—Milling and Con- 
centrating of Copper—Hydrometallurgy of 
Copper—Pyrometallurgy of Copper—Electro- 
metallurgy of Copper—Alloys of Copper— 
Brands and Grades of Copper—Uses of Cop- 
per—-Substitutes for Copper—Glossary of 
Mining Terms—Deposits of the United States, 
Canada, Newfoundland, Mexico, Central 
America, Europe, Africa, Asia, Australia, 
Oceanica. Statistics of Copper are also given. 

In view of the wide interest in the metal 
and in copper securities, this volume should be 
especially welcome at this time. Investors and 
speculators will find it an authority which it 
will be well to consult before becoming inter- 
ested in copper enterprises. 

The management of certain properties are 
handled without gloves. For example, it says 
of one corporation: 

“For several years this concern has been 
peddling its shares to widows, orphans and 
fools; its lying advertisements have promised 
impossibilities ; it has paid out a large part of 
its income from stock sales in advertising 
more shares for sale. ‘10 list the lies uttered 
by this putrid corporation would require pages 
of this volume.” 

This is going somewhat beyond the ordi- 
nary scope of a manual, and is decidedly re- 
freshing in view of the many abuses incident 
to the flotation of mining stocks. 

The Copper Handbook should be in the 
hands of every owner of a share of copper 
stock or those contemplating such investment. 


Key to Watt Streets Mysteries AND 
MetHons. The M. W. Hazen Company, New 
York. 

Several inquiries for this book prompted us 
to secure a copy. We have looked it over. 
Both author and publisher display a monu- 
mental nerve in designating the book as a 
“Key to Wall Street’s Mysteries.” 


From every line the reader is expected te 
draw a chapter full of information, but anyone 
who uses this “Key” to unlock the door of 
knowledge will find himself in a mystic maze. 

The first half of the book is entirely harm- 
less, and the reader is welcome to any infor- 
mation which he may derive from its perusal. 
When we get over into the “Systems for 
Trading,” however, the author apparently gets 
down to brass tacks, as he gives us the latest 
in “Safety Scale Trading.” In some of the 
foregoing pages he has warned the novice 
against trading on slim margins. His idea of 
ample margin will be derived from the fol- 
lowing, in which he states the requirements of 
this “Safety plan”: 

“To use this SYSTEM you must have large 
margins. $1,000 will amply margin trades be- 
ginning with ten shares, and $500 would be 
plenty in four cases out of five. With $1,000 
margin you should make a profit nine times 
out of ten, if you follow the SYSTEM exact- 
ly, even if you make some blunders in your 
conclusions that a temporary top or bottom 
has been reached.” 

Explicit (?) directions are then given as to 
how you are to select your stock, and decide 
on the vital question—When to buy. 

“After a severe decline, when the leaders 
are down from five to fifteen points on the 
last movement, and the minor stocks have de- 
clined proportionately, while the whole market 
seems weak, and the volumes are large, if you 
think the bottom has been reached, select your 
stock that has had a good decline on large and 
increasing volumes, and buy ten shares. 

“If this stock has been going down three- 
fourths of a point or more a day, for two or 
three days before you buy, take on twenty 
shares more two points down, forty more at 
four points down and eighty more at six 
points down, if the decline extends so far 
without a rally of two points, which, however, 
will not be the case once out of twenty times. 

“If the movements have ranged from one- 
fourth to one point daily for a week or more, 
and have suddenty increased in extent to from 
one to two or three points in a single day, 
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with a corresponding increase in volumes dur- 
ing the last two or three days, especially if 
those days are Friday, Saturday and Monday, 
you can buy the twenty, forty and eighty 
shares on declines of a single point instead 
of two points. 


“If you have ~~ correctly, and really 
began to buy near the bottom, and the stock 
advances so that you bought only ten shares, 
buy more stock on advances, using SYSTEMS 
B, C, or F, or take your profits after a few 
points rise, or put a stop loss one point below 
the highest price reached, and let your profits 
run ” 


Of course, the reader, having absorbed all 
the above, which, by the way, is as clear as 
mud, readily selects his stock and decides upon 
the psychological moment for commencing op- 
erations. 

An illustration then follows, showing how 
to carry out this SYSTEM: 

“Atchison has gone down to sixty. I thought 
it might go lower, but that it would certainly 
rally later several points. So I bought: 

10 Atchison at 60 
20 “ “ 58 
40 “ “ 56 
75) “s “ 54 

“It went lower than I expected, as there 
were severe attacks on the market by Bears, 
causing much liquidation, but I knew there 
must be a good rally, and was ready to con- 
tinue buying down to fifty, if the decline ex- 
tended so far. 

“It stopped at fifty-four and began to rally. 
I was sure it would go to sixty at least, and 
held my stock for that figure. As I was carry- 
ing only 150 shares, I planned to buy more on 
the advance. 

“When the stock touched fifty-six I a 
forty shares more. (You can see that at fifty- 
six I had a gross profit on all my trades of 
$80, so that I had plenty of margin.) At fifty- 
eight I took twenty shares more. When it 
reached fifty-nine a stop loss of two 
points below the market, and stopped buying. 
At — Sy I sold out all my stock, making 
my profits as follows: 

10 At. bought at 60 Sold at 66 Profit $60.00 
20 “ “ “ 58 “ “ 66 “ 160.00 
40 56 
80 54 
40 56 
20 

Gross profits 

Interest and commission 


All this looks very much as though the writ- 
er applied his theory to Atchison after the 
panic of 1903, when the low price on this stock 
was made. Naturally, in describing his “catch- 
ing of the turn” after it had all happened, he 
has the advantage of knowing what the low 
price was. To say that he bought the above 
lots at the prices named is asking us to ex- 
ercise all the elasticity in our imaginations. 

There is one little point overlooked by the 
writer in this Atchison business, and that is: 


During the period when these alleged trans- 
actions were made, Atchison did not sell below 
544%. We hardly think, therefore, that he 
could have purchased 80 shares at 54. We say 
this because we have special reasons for be- 
lieving that the book was written just after 
this panic. As an illustration of the advan- 
tage of using scale orders and liberal margins, 
find the advantages for yourself if you can. 

If he started with $1,000; his loss, at 54, al- 
lowing’ for commissions both ways, was 
$257.50, leaving $742.50 as margin on I50 
shares—about 5 points. If Atchison had 
touched 52, according to his theory, he would 
have bought 160 shares more. At this price 
his margin would have been reduced to $442.50, 
and his line would have increased to 310 
shares. In other words, he would have less 
than 1% points margin—liberal—very liberal— 
especially in a panicky market. Still, any one 
who can buy his last lot at a quarter under the 
lowest price a stock touched, might, by hypno- 
tizing his broker, trade on a postage stamp. 

The way he piled up profits on the rally is 
very interesting, but in view of the foregoing, 
we hope to be pardoned for any doubts as 
to whether all this actually took place. 

The above is only one of the many wonder- 
ful transactions recorded in this book; all 
based on what the operator ‘thought,” how the 
market “seemed,” and sundry other “ifs,” 
“ands,” “buts” and “et ceteras.” 

Now, Mr. H. M. Williams, author, we do 
not like to “roast” anybody unnecessarily, but 
when you distribute literature of this kind you 
should not ask people to pay for it—you 
should hire them by the hour to read it. Fur- 
thermore you should guarantee to “make 
good” any losses which may occur as a result 
of such operations. 

Any experienced Wall Street man will tell 
you that the trader who buys on a scale down, 
on slim margins, will surely go broke; there 
invariably comes a time when his margin is 
exhausted by an unprecedented decline; or 
when he loses his nerve at the most critical 
moment. The shrewdest operators have made 
big money by buying on a scale up, and keep- 
ing the stop loss order (actual or tansvelioalt 
at a point where they can always get out their 
whole line with little or no loss. ~ 

To write a book on this basis should en- 
title one to a position as Discretionary Ac- 
count Manager in a bucket shop. 

Any one who invests in this “Key” with the 
idea of unlocking the door to Bluebeard’s 
closet, may, upon opening, observe his own 
head hanging therein. 


“To catch dame fortune’s golden smile, 
Assiduous wait upon her, 
And gather gear by every wile 
That’s justified by honor, 
Not for to hide it in a hedge, 
Not for a train attendant; 
But for the glorious privilege 
OF BEING INDEPENDENT.” 
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What to Read 


Cost and Profits of Steel-Making in 
the U. S.—Journal of Economics, Feb- 
ruary. (Boston). 

Another Fallacy in Bond Values.— 
Journal of Accountancy, April (New 
York.) 

Fact Book About the Pennsylvania 
Railroad (Free.) Edward B. Smith & 
Co., 27 Pine St., N. Y. 

Destiny and the Western R. R.—Cen- 
tury, April. 

Lessons of the Financial Crisis.—(In 
press, $1.) American Academy of Poli- 
tical and Social Science. ( Phila.) 

Offsets to a Trade Balance.—Van 
Norden’s, April 

Probable Effect of Tariff Revision on 
Securities——Special Letter by Thos. 
Gibson. 

Street Railways of Philadelphia— 
Journal of Economics, February. 

Lessons from the Failure of Ger- 
many’s Bourse Law.—N. Y. Evening 
Post, April 4. 

Is Standard Oil Facing Destruction? 
—Broadway Magazine, March. 


Railroad Electrification 

Within two years, freight and passen- 
ger trains will be lifted over the Bitter 
Root Mountains on the backbone of the 
continent and dropped into the inland 
empire of the Northwest by electric 
power. The Chicago, Milwaukee and St. 
Paul Railroad is harnessing the “swift- 
waters” of the St. Joe River for the elec- 
trification of the Idaho and Eastern 
Washington division of its new trans- 
continental line. In the “swiftwaters” 
of the St. Joe, a comparatively little 
known river of northern Idaho flows 
enough power to drive 500 Mogul en- 
gines with 160 miles of train, which is 
more than the St. Paul system now 
operates on all its lines. 

Other transcontinental lines are pre- 
paring to save hauling coal for their en- 
gines to burn while going over the 
mountains. The Great Northern has or- 
dered four 100-ton electric locomotives 
to be used in handling its trains through 
the Cascade Tunnel. They will be de- 
livered in the spring of 1908, when it is 


hoped the great power-dam in the Cas- 
cades will be finished. These new three- 
phase locomotives are the first of their 
type to be used for railroad service in 
this country, and they are larger and 
more powerful than any in Europe. Each 
locomotive will be equipped with four 
motors rated at 325 horse-power, which 
will make them able to haul a 1,000 ton 
train (or about 100 loaded cars) at a 
speed of fifteen miles an hour up a 2 per 
cent. grade. The motors will be used for 
“braking” on a down-grade as well as 
for hauling when going up. Going down 
they will be used as generators, assisting 
the air-brakes in holding the train and 
making additional current for the line. 
That Mr. Harriman has long planned 
a similar move is well-known. Already 
the Southern Pacific is electrifying its 
suburban roads around San Francisco. 
The great problem of the Union Pacific 
—the thirty miles of heavy grade over 
the Sierra Nevada Mouniains—may be 
solved by electrification, for the electric 
locomotives have less difficulty* with 
heavy grades than steam locomotives 
have. 

The development that has already 
taken place marks the beginning of an 
era in which the use of water-power 
will help to save the diminishing coal- 
fields, and if the electrification of the 
railroads becomes general, to turn over 
many thousands of cars that are now 
carrying coal for the railroads’ use to 
the other uses of commerce.—World’s 
Work. 


Change Is Certain 


There is always a disposition in peo- 
ple’s minds to think that existing condi- 
tions will be permanent. 

When the market is down and dull, it 
is hard to make them believe that this is 
the prelude to a period of activity and 
advance. 

When prices are up and the country 
is prosperous, it is always said that while 
preceding booms have not lasted, there 
are circumstances connected with this 
one which make it unlike its predecessors 
and give assurance of permanency. 

The one fact pertaining to all condi- 
tions is that they will change. 

















Free Literature 


A list of Up-to-Date Booklets, Circulars, Special Letters, Etc., 


issued by Prominent Houses and Institutions. 


If You Desire Copies. 


Write These Parties Direct, Mentioning the TICKER. 
Note—Bankers and Brokers who issue matter of this kind are requested 


to inform us. 


STOCKS. 


U. S. Steel, Special Letter, 
Chas. Fairchild & Co., 29 Wall St., N. Y. 
Weekly Market Review, 
J. S. Bache & Co., 42 Broadway, N. Y. 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Conservative Speculation, 
Waterman, Anthony & Co., 67 Exchange 
ae a 
Dividend Coppers, Giving Approximate Idea 
of Future Earnings, 
Hayden, Stone & Co., 25 Broad St., N. Y. 
Curb Stocks—Quotation Sheet, 
Williamson & Squire, 25 Broad oe Be 
N. Y., Ontario & Waster Special Letter, 
Chas. Fairchild & Co., 29 Wall St., N. Y 
Copper Stocks—Weekly Letter, 
Hayden, Stone & Co., 25 Broad St., N. Y. 
Utah Copper—Special Letter, 
Hayden, Stone & Co., 25 Broad St., N. Y. 
Fact Book on Penna. R. 
Edw. B. Smith & Co., 
Philadelphia. 
Weekly Market am, 
Car, pow. Baggot & 


Grannis & Lawrence, 10 Wall St., 
List of Desirable Dividend- paying Railroad 
Stocks and Bonds, 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Chicago Stock Exch. Securities, 
R. H. Goodell & Co., 1st Nat. Bk. Bidg., 
Chicago. 
Special Letter on American Car and Pee 
Chas. Fairchild & Co., 29 Wall St., N. 
Daily Market Letter, 
Chas. Fairchild & Co., 29 Wall St., N. Y. 
J. M. Fiske & Co., 42 Broadway, N. Y. 
R. R. and Ind. Stocks, Showing Margin of 
Safety. (Sent to nearby parties only.) 
W. E. Hutton & Co., tst Nat. Bank Bldg., 
Cincinnati, O. 
Correspondence Invited Regarding Investment 


Purchases, 
(See back 


Tracy & Co. 
cover.) 
Puts and Calls—Booklet and Circular, 
Wm. H. Herbst, 20 Broad St., N. Y. 
Forestalling or Shortselling, 
— Bennett & Co., State St., 
stoi 
R. R. and Industrial Stocks, 
Spencer Trask & Co., Pine and William 
Sts., N. Y 


"51 1 Chestnut St., 


Co., 21 William St., 


Nearest office. 
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INVESTMENTS. 


N. Y. City 4%4% Corporate Stock, 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Miscellaneous Investment Stocks (Boston 
Stock Exch.), 
Hayden, Stone & Co., 87 Milk St., 
Bonds vs. Real Estate Mortgages, 
Chandler Bros. & Co., 34 and Walnut Sts., 
Philadelphia. 
Statistical Tables (Pocket Edition), No. 513, 
Spencer Trask & Co., Pine and William 
Sts., N. Y. 
U. S. Government Standard on Bonds as Se- 
curity for Public Deposits, 
— Nachod & Kuhne, 15 William St., 


N 
High Grade Bond List, No. 48, 
Swartwout & Appensellar, 40 Pine St., N. Y. 
Knowledge of Investments, Booklet No. 514, 
Spencer Trask & Company, Pine and Wil-, 
liam Sts., N. Y. 
Bonds of Large and Small Denominations, 
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N. W. Halsey & Co., 49 Wall St., N. Y. 
Swelling a Shoe-String Roll 
By Harold Skinner 
He said. “You'll do! “A hundred!” then 


I was a rum 
I never knew 
A ticker from 
An oyster-stew ; 
Until a pale, 
And peaked man, 
Said, “Tin’s a sale, 
Likewise is Can.” 


*T was my pay-day ; 
A sardine can 
Before me lay— 
I spoke the man: 
“Good sir, I fear 
You've spoiled my lunch, 
But what’s that queer 
Tin-Can stock hunch?” 


“Eh? That’s no josh; 
No fairy tale! 
They’re both, begosh! 
A corking sale!” 
“T’ve fifty bucks!” 
I answered, gruff. 
“You have? Great Shucks! 
That’s quite enough !” 


I dug into 





Come on—don’t stop!” 
And dragged me to 
A Broker’s shop. 
I saw a box 
Of oval shape, 
Which quoted stocks 
Upon the tape. 


I sold ten Tin, 
The market dropped; 
I bought it in. 
(I had it stopped.) 
“Sell fifty—quick !” 
My friend said, low. 
“Great Guns! you're thick! 
Give me that dough!” 


My trouserloons, 
And there withdrew 

My hard doubloons. 
He seized them—ran 

Across the floor, 
And shouted, “Dan! 
Sell fifty more!” 


I heard him roar. 
“We've won again; 

Five hundred more! 
A thousand, Dan!” 

I heard him rail. 
“We'll tie a Can 


To some Bull's tail!” 


I heard, “Tick, tick!” 
With quaking joints. 
“Two thousand. Quick! 
It’s off ten points!” 
I heard him cry. 

His frenzied shout 
Was followed by 

“All right! Close out!’ 


.I stood appalled ; 
A perfect mute— 
Until he called: 
“Come here, galoot! 
Five thousand strong 
Are we thus far; 
Here’s yours—so long; 
There goes my car.” 
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The Maxims of Prof. Heibrau. 


Dot man vich vas alvays vatching py 
der stock dicker, pime-pye he vil haf 
to puy efferytings py tick. 

Dere vas somedimes mooch moneys py 
stock bointers, alretty, ven you don’t 
follow dem, aindt it? 

Petter some sausages you make oudt 
from der useful pig, dan vorthless stock 
gompanies mit vorthless vild-cats. 

Dot feller vich vas alvays vaiting for 
sometings to turn up alretty, you vill 
chenerally find has peen turned down 
upsides, pooty often pefore. 

A spegulator can go proke, but an 
automobubble can’t go ven she vas 
proke, vich vas der tifference petween 
dem. 

It vas some goot blans, ven a stock 
deglines, unt der proker-man vishes mar- 
gins some more, to likevise yourself de- 
gline. It vas cheaper py der endt. 








Loss Due to Anti-Option Laws 


Messrs. Hood, Fernie & Company, of 
Liverpool, in a recent communication to 
Craig & Jenks, of this city, give the 
following opinion of the result of the 
anti-option laws now generally enforced 
throughout the South: 


The elimination of speculation, mainly 
due to the enforcement of the Anti-Op- 
tion Laws, in most of the cotton growing 
States of America (for which the spin- 
ner, but not the planter of cotton, has 
to be thankful), has kept values during 
most part of the season much lower than 
they otherwise would have been. 

If the enforcement of the Anti-Option 
Laws in the majority of the cotton grow- 
ing States of America was for the bene- 
fit or protection of harmless lunatics or 
weak-minded people, it may have been 
well meant, and have served some pur- 
pose, but if such laws were made and 
enforced in the interest of the cotton 
planters, our opinion is that no worse 
mistake could possibly have been made. 
We are perfectly satisfied that if the 
Anti-Option Laws had not been enforced 
that planters, or growers, would, during 
the present season (which is only the 
first one under the new Anti-Option 
legislation) have marketed their crops 
on an average of at least one cent per 
pound higher than they have been able 
to do, which means a loss to the cotton 
growers of the United States, during the 
present season alone, of approximately 
$57,000,000. 


London Settlement Days: 


April 29th. 
May 14th. 
May 29th. 


Where He Was @ 


A chappie while out on a b@, 
Lost an elegant Panama h@; 
He said, “Oh, the deuce, 

What the mischief’s the use?” 
And he never imbibed after th@. 


The richer the pearl the deeper it lies, 





